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SOCIAL SECURITY AMENDMENTS OF 1960 


WEDNESDAY, JUNE 29, 1960 


Unrrep Srates SENATE, 
CoMMITPEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:20 a.m., in room 2221 
Senate Office Building, Senator Harry F. Byrd (the chairman) pre- 
siding. 

Present : Senators Byrd, Kerr, Frear, Smathers, Anderson, Douglas, 
Gore, Talmadge, Hartke, McCarthy, Williams, Carlson, Bennett, But- 
ler, and Curtis. 

Also present : Elizabeth Springer, chief clerk. 

The bn AIRMAN. The meeting will come to order. The hearing to- 
day is on the bill H.R. 12580, the Social Secur ity Amendments of 1960. 
I place in the record at this point a committee print showing in tabu- 
lar form the major differences in the present social security law and 
H.R. 12580 as passed by the House of Representatives. This is an 
excellent document which was prepared for the use of the Commit- 
tee on Finance by the Education and Public Welfare Division of the 
Legislative Reference Service of the Library of Congress, under the 
direction of Miss Helen E. Livingston, Chief of the Division, and 
Frederick B. Arner, specialist. in social legislation. 

(The material referred to follows :) 
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Major differences in the present social security law and H.R. 12580 as passed by the House of 


Representatives 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 


I. COVERAGE 


[References are to the sections of the bill as referred to the Senate, and the pages to H. Rept. 1799, 86th Cong., 2d.sess.] 





Item 





A. Self-employed 
1. Professional 


2. Ministers 





groups 


Present law 


Covers all professional groups except physi 





cians. 

Covers duly ordained, commissioned or licensed 
ministers Cbristiar Science practitioners 
and members of religious orders (other than 
those who have taken a vow of poverty 
erving in the United State id those 
serving staide the country who are citi 
zens and either working for | ed States 
employers or serving 4 congregation pre 
dominantly made up of United States citi 
zens. Coverage is available under the self 
employment yverage pro ons on an in 
tividual intar basis regardle of 
whether they are employer wr self-< 
ployed 

Allows election of coverage 
tifieate for present minister 
until Apr. 15, 1959 
” 


- 





H.R 





12580 


Covers physicians 

Effective date: Taxable years ending on or 
after Dec. 31, 1960 

Bili: See. 104. 

House report, pp. 4, 5, 


17, 75-77 


(Also covers as employees medical and dental 
interns and medical and dental residents in 
training who are employed in hospitals of the 





Federal Government, and interns in the em- 


ploy of a privately operated hospital who 
have completed a 4-year course in a medical 


school chartered according to State law.) 


period of time generally through 
15, 1962, within which present ministers 


Extends the 
Apr 
may elect coverage 

Bill: Sec. 101 

22, 59 

validation of coverage of certain 


House report, pp. 21, 
Permits the 





‘rgymen who filed tax returns reporting 
if-employment earnings from the ministry 
for certain years after 1954 and before 1960 
though, through error had not 
filed waiver certificates effective for those 





even they 


years. Waiver certificate must be filed and 
taxes for these years must be paid by Apr. 
15, 1962 

Bill: See. 101 (¢ 


House report: Pp. 22, 59, 60 








SOCIAL SECURITY AMENDMENTS 





OF 1960 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
I. COVERAGE—Continued 










B. Employees...............| Covers employees including certain agent or 


commission drivers, life-insurance salesmen, 
homeworkers, traveling salesmen, and 
officers of corporations regardless of the 
common law definition of employee. 


1, Domestic workers ..| Covers persons performing domestic service 


2. Casual labor....... 


3. State and local gov- 
ernment employees. 








in private nonfarm homes if they receive 
$50 or more during a calendar quarter 
from 1 employer. Noncash remuneration 
is excluded. 

Excludes students performing domestic serv- 
ice in clubs or fraternities if enrolled and 
regularly attending classes at a school, 
college, or university. 

Covers cash remuneration for service not in 
the course of the employer's trade or busi- 
ness if the remuneration is $50 or more 
from 1 employer during a calendar quarter. 


Covers employees of State and local govern- 
ments provided the individual State enters 
into an agreement with the Federal Gov- 
ernment to provide such coverage, with the 
following special provisions 

a. Employees who are in positions cov- 
ered under an existing State or local! retire- 
ment system (except policemen and firemen 
in most States) may be covered under State 
agreements only if a referendum is held by a 
secret written ballot, after not less than 90 
days’ notice, and if the majority of eligible 
employees under the retirement system vote 
in favor of coverage. The Governor of a 


State must personally certify that certain | 


Social Security Act requirements under the 
referendum procedure have been properly 
carried out. 

In most States, all members of a retire- 
ment system (with minor exceptions) must 
be covered if any members are covered 

Employees of any institution of higher 
learning (including a junior college or a 
teachers’ college) under a retirement system 
can, if the State so desires, be covered as a 
seperate coverage group. 1 or more politi- 
cal subdivisions may be considered as a sep- 








arate coverage group even though its em- | 


ployees are under a statewide retirement 
system. 


H.R. 12580 


Sune 


No change. 


Lowers coverage requirements to $25 or more 
during a calendar quarter from 1 employer, 
Excludes from coverage all earnings of 
domestic workers who are under the age 
of 16. 

Effective date: Jan. 1, 1961. 

Bill: See. 108. 

House report: Pp. 17-18, 83-84 


Lowers coverage requirements to $25 or more 
during a calendar quarter from 1 employer, 
Excludes from coverage all earnings of casual 
workers who are under the age of 16. 

Effective date: Jan. 1, 1961. 

Bill: Sec. 108. 

House report: Pp. 17-18, 83-84 


Permits the Governor of a State to delegate to 
a designated State official the making of the 
certifications required under the referendum 
procedure. 

Bill: Seo. 102(a) 

House report: pp. 24, 61, 62 


Allows employees of municipal or county hoe 
pital to be treated as a separate coverage 
group if the State so desires 

Bill; Sec. 102(g) 

House report: pp. 25, 67, 68 


(ae RES ene 


——— —— 


$283 


£45 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 


I. COVERAGE—-Continued 





Item 





B. Employees—Continued 
3. State and local gov- 
ernment employees—Con. 


4. Employees of non- 
profit organizations 





| 
| 
| 
| 
| 
| 





| 


Present law 


Retroactive coverage.—An agreement, or modi- 
fication of an agreement, agreed to prior to 
1960 could be made effective as early as Jan. 
1, 1956. Agreements or modifications made 
after 1959 could only be made retroactive 
to the Ist day of the year in which they were 
agreed to. Coverage must begin on the 
same date for all persons in a coverage 
group 


Exceptions to general law authorizing coverage 
in named States: 

(1) Split-system provision.—Authorizes 
California, Connecticut, Florida, Georgia, 
Hawaii, Massachusetts, Minnesota, New 
York, North Dakota, Pennsylvania, Rhode 
Island, Tennessee, Vermont, Washington, 
and Wisconsin, and all inter-State instru- 
mentalities, at their option, to extend cover- 


age to the members of a State retirement | 


system by dividing such a system into 2 
divisions, 1 to be composed of those persons 
who desire coverage and the other of those 


persons who do not wish coverage, provided | 


that new members of the retirement system 


coverage group are covered compulsorily. | 


Also authorizes similar treatment of politi- 
cal subdivision retirement systems of these 
States. 

(2) Policemen and firemen.—Allows the 
States of Alabama, California, Florida, 
Georgia, Hawaii, Kansas, Maryland, New 
York, North Carolina, North Dakota, 
Oregon, South Carolina, South Dakota, 
Tennessee, Vermont, and Washington and 
all inter-State instrumentalities to make 


coverage available to policemen and fire- | 


men in those States, subject to the same 
conditions that apply to coverage of other 
employees who are under State and local 
retirement systems, except that where the 
policemen and firemen are in a retirement 





system with other classes of employees the | 


policemen and firemen may, at the option of 
the State, hold a separate referendum and 
be covered as a separate group. 


Covers employees of religious, charitable, edu- 


cational, and other nonprofit organizations 
(which are exempt from income tax and are 
described in sec. 501(c)(3) of the Internal 
Revenue Code) on a voluntary basis if 


H.R. 12580 


Allows agreements or modifications made after 
1959 to begin as early as 5 years before the 
year in which an agreement is made, but no 
earlier than Jan. 1, 1956. Where a retire- 
ment system is covered as a single retire- 
ment system coverage group, permits the 
State to provide different beginning dates 
for coverage of the employees of different 
political subdivisions. 

Bill: See. 102(c). 

House report: pp. 22-23, 62-63. 

Provides that where an individual who has 
chosen not to be covered under the divided 
retirement system provision becomes a mem- 
ber of a different retirement system group 
because of the annexation of the employing 
political subdivision by another political 
subdivision, or through some other action 
taken by a political subdivision, such indi- 
vidual will continue to be excluded from 
coverage. 

Bill: See. 102(b). 

House report: pp. 23-24, 62. 


Adds Virginia to the list. 

Bill: Sec. 102(d). 

House report: p. 24, 63. 

Validation of coverage.—Validates the coverage 
of certain teachers and school administra- 
tive personnel who, for the period Mar. 1, 
1951, to Oct. 1, 1959, were reported under 
the Mississippi coverage agreement as State 
employees, rather than as employees of the 
various school districts in Mississippi. 

Bill: See. 102(h). 

House report: p. 25, 68. 








OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 





Continued 


B. Employees- 
4. Employees of non- 


profit organization—Con 





SOCIAL SECURITY AMENDMENTS OF 


I, COVERAGE—Continued 





Present law 


a. the certifies 
that it 
employees, 

b. at least % of the organization's em- 


employer organization 


desires to extend coverage to its 


and 


ployees concur in the filing of a waiver cer- 
tificate. Employees who do not concur in 
the filing of the certificate are not covered 
except that hired 
certificate becomes effective are covered 

Waiver certificate may 


all employees after a 
be made effectiv: 
a, the option of the organization on the Ist 
day of the quarter in which the certificate is 
filed or the Ist the 
quarter 


day of succeeding 


Employees of nonprofit organizations who are 
in positions covered by State and local re- 
tirement 


systems and are members or eli 


gible to become members of such systems 


not in 


filed 


separately for each group and % of the em 


must be treated apart from those 


such positions. Certificates must be 


ployees in each group must concur in the 


filing of its certificate All new employees 


who belong to a group for which a certificate 
been filed are automatically covered, 


and new employees who belong to a group 


has 


for which a certificate has not been filed are 


not covered 


1960 


Continued 
wits — —uignsilnmaall 
H.R. 12580 
B. 
Eliminates requirement that % of the employees 
concur in filing a certificate 
Effective date: Certificates filed after date of 
enactment 
Bill: Sec. 106(a 
House report: pp. 20, 78-79. 
c 


Eliminates requirement that % of the employees 
in the filing a certificate. 
Effective Certificates filed after date of 

enactment 
Bill: See 
House 


group concur ir 


late 


106(a 





repor 


Validates 
1950 and 


services 


1960 


wages for 
July 1 


performed after 
by certain en- 


ployees of nonprofit organizations where the 


before 


rganization has been reporting and paying 
taxes but did not comply with certain pre 
visions of the law: j.e., failed to file a certif- 


cate, filed it too late to cover employees who 











had left, or failed to obtain the signatures of 
employees who wished coverage 

Effective date: No benefits payable or in 
c sed for montl f actment or prior 
month; no lump sur h payment pays 
ble or inereased if individual died prior t 
date of enactment 

Bill: See. 106(t 

House report pp. 20 21. 70-80 

Validates re neration erroneously reported 








aus self-employment income for taxable yean 
‘ g after 1954 and before 1962 by certain 
my Mmisspona;©ries and othe rs 

Effective date: No benefits payable or 
creased for months of enactment or prisr 
month; no lump sum death payment payable 
or inereased if individual died prior to dav 
of sctment 

B Sec. 106(« 





after 
n em- 


re the 
aying 
1 pro 


3 who 
res of 


or in 


paya- 
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certain 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
I. COVERAGE—Continued 


Item Present law H.R. 12580 


B. Employees—Continued } | 
5, Family employment.) Excludes persons in the employ of a son, | Covers parents in the employ of their children, 
daughter, or spouse; or child under 21, if but not if it is domestic service performed in 
in the employ of a parent the home of the child or other work not in 
the course of the child’s trade or business. 
Effective as to services after 1960. 
Bill: Sec. 105 


House report: pp. 18-19, 78. 


C, Geographical scope Covers the 50 States, Puerto Rico and the | Extends coverage to Guam and American 
Virgin Islands, and the District of Colum- Samoa 
| bia Effective for employees, except governmental 


employees, on Jan. 1, 1960, and for self- 
employed for taxable years beginning after 
1960 

Coverage of employees of the governments of 
Guam and American Samoa—including 
members of the legislature, their political 
subdivisions, and their wholly owned in- 
strumentalities—would be on a mandatory 
basis rather than under the State-Federal 
agreement method 

Coverage will not be extended to these em- 
ployees until the legislatures of these terri- 


; tories express a desire for coverage. In no 


event can this coverage start before 1961 
Filipino workers who come to Guam under 
contract to work temporarily will be ex- 
cluded from coverage 
The Secretary of the Treasury would have the 
tax-collecting authority, and would be 
authorized to delegate this function 
Bill: Sec. 103 
House report: pp. 19-20, 68-75 
Excludes the following from coverage within No change except 
the United States 
a. Nonresident aliens engaged in self- 
employment 
b. Employees of foreign governments b. Covers U.S. citizens so employed 
and their instrumentalities within the United States on self-employment 
basis. Effective as to taxable years ending 
after 1960; for retirement test purposes 
effective for years beginning after date of 
enactment 
Bill: Sec. 107 
House report: pp. 22, 82-83. 
ec. Employees of international organiza- c. Covers as in b. (above). 
tions entitled to certain privileges under the 
International Organizations Immunities 
Act. 
d. Employees on foreign registered air- 
craft or ships who also perform services 
while the plane or ship is outside of the 
United States, if the employee is not a 
citizen of the United States or the employer 
is not an American employer 





SOCIAL SECURITY AMENDMENTS OF 1960 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 


Item 





| 


| 





I, COVERAGE—Continued 





Present law 


C. Geographical scope—Con. | Coverage outside of the United States is limited 


to-- 


a. American citizens either self-employed | 


or employed by an American employer, ex- 
cept ministers outside the United States if 
they serve a congregation predominantly 
made up of United States citizens even 
though their employer may not be a United 
States employer 


b. Citizens of the United States em- 
ployed by certain foreign subsidiaries of 
American corporations are covered by vol- 


untary agreements between the Federal 


Government and the parent American com- 
pany. The domestic corporation can in- 
clude some or all of ite foreign subsidiaries 
in the agreement and must agree to pay the 
equivalent of both employer and employee 
taxes on behalf of the subsidiaries included. 


¢. Individuals, regardless of citizenship, | 


who are employed on American registered 
ships and aircraft if either the contract of 
service was entered into in the United States 
or the plane or vessel touches a port in the 
United States 





H.R. 12580 


a. Covers service of U.S. citizens after 
1960 working for certain labor organisations 
organized in the Panama Canal Zone by 
modifying the definition of American em- 
ployer to include labor organizations whieh 
are chartered by labor organizations created 
or organized in the United States. Validate 
certain wage credits for which taxes wer 
erroneously paid for service after 1954 and 
before 1961 for such employees. 

Effective date: No benefits payable or increased 
for month of enactment or prior month. No 
lump sum death payments payable or ip- 
creased if individual died prior to date df 
enactment. 

Bill: Sec. 106(d) 

House report: pp. 21, 81-82 


b. and ¢. No change. 


Il. PROVISIONS RELATING TO PERMANENT AND TOTAL DISABILITY 





A. Nature of the Provisions 


2. Disability “freeze’’__| 


B. Eligibility requirements 
1. Definition 





Provides an insurance benefit (for months 


beginning July 1957) for disabled workers | 


between ages of 50 and 65 meeting eligibil- 
ity requirements. Benefita are computed 
in the same way as retirement benefits and 
are payable from the Federal Disability 
Insurance Trust Fund 


Provides that when an individual for whom a | 


period of disability has been established dies 
or retires on account of age or disability his 


period of disability will be disregarded in | 


determining his eligibility for benefita and 
his average monthly wage for benefit com- 
putation purposes 


For benefits an individual must be pre- 
cluded from engaging in any substantial 
gainful activity by reason of a physical or 
mental impairment. The impairment must 
be medically determinable and one which 
can be expected to be of long-continued and 
indefinite duration or to result in death 


Eliminates the requirementfthat an individual 
must have attained age 50 in order to be 
eligible for benefits 

Effective date: 2d month after the month d 
enactment 

Bill: Bec. 401 

House report: pp. 12, 102. 


No change 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
Il. PROVISIONS RELATING TO PERMANENT AND TOTAL DISABILITY—Continued 





Item 


B. Eligibility requirements—Con. 
2. Waiting period 


3. Work requirement . 


| 








Present law 


A 6 months’ “waiting period” is re- 
quired before disability insurance benefits 
can begin 


To be eligible for disability 
an individual must— 

(1) Have acquired at least 20 quarters 

of coverage out of the last 40 quarters 


benefits, 


ending with the quarter in which the | 


period of disability begins; 
(2) be fully insured 





H.R. 12580 





Provides that people who become disabled 
within 60 months (5 years) after termination 
of a period of disability would not be re- 
quired to serve another 6-month “waiting 
period” before they are again eligible to 
receive benefits. 

Effective date: Benefits payable for month of 
enactment and subsequent months. 

Bill: Sec. 402. 
House report: pp. 13-14, 103-4. 
Provides alternative work requirement for in- 
| dividuals who have (1) 20 quarters of 
coverage, whenever acquired, and (2) quar- 
ters of coverage in all calendar quarters 
elapsing after 1950 up to the quarter in 
which they become disabled, but not less 
| than 6 quarters. 

Bill: See. 404. 

House report: pp. 14, 106-107. 





The policy of Congress is stated that disabled | 


persons applying for a determination of dis- 
ability be promptly referred to State voca- 


| 
| 


tional rehabilitation agencies for necessary | 


rehabilitation services 
deduction of benefits for refusal, without 
good cause, to accept rehabilitation services 
available under a State plan approved under 
the Vocational Rehabilitation Act in such 
amounts as the Secretary shall determine 
A member or adherent of a recognized church 
or religious sect that relies on spiritual 
healing who refuses rehabilitation services 
is deemed to have done so with good cause. 


| A disabled person who is receiving rehabilita- 


tion services from a State vocational reha- 


bilitation agency and returns to work shall | 
not, for at least 1 year after his work first | 


started, be regarded as able to engage in 
substantial gainful activity solely by reason 
of such work 


Act provides for | 


Broadens present provision to allow, in effect, 
| # 12-month trial work period for all benefi- 
ciaries (including childhood disability benefi- 
ciaries) who attempt to work. If, after 9 
months, the beneficiary has demonstrated 
that he is no longer disabled within the 
meaning of the law, he will receive benefits 
for an additional 3 months. (Only 1 trial 
work period permitted for each period of 
disability; no trial work period for persons 
disabled a 2d time within 60 months.) 

Any beneficiary who has been determined to 
be no longer disabled within the meaning of 
the law will be given an additional 3 months 
| Of benefits as above. 
| Effective date: Month beginning after month 

of enactment. 
| Bill: Sec. 403 
| House report: Pp. 12-13, 104-106. 
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Item 


A. Insured status 





SOCIAL SECURITY 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 


Ill. ELIGIBILITY FOR BENEFITS 


Present law 


To be fully 


living on Sept. 1, 


insured an individual who was 


1950, must have either 
1) 40 quarters of coverage, or 

2) 1 quarter of 
time after 1936) for every 
1950 (or 


coverage acq iired at 
2 calendar 
after 


attained, if 


any 


quaiters elapsing after 


quarter in which age 21 was 


later) and before quarter of death or attain- 


AMENDMENTS OF 


1960 


Continued 


H.R. 12580 


2) Liberalizes altern 


that ar 


ative 


requirement so 
need 1 quarter of 
acquired at any time after 1936), 
for every 4 calendar quarters elapsing after 
1950, or after the calendar year in which he 


individual will 


coverage 





ment of retirement age whichever first attained the age of 21 (if that was later) and 
occurs, but such individual must have at ip to the beginning of the calendar year ip 
least 6 quarters of coverage which he attained retirement age or died, 
whichever occurred first, but such individual 

nust have at least 6 quarters of coverage 

Number of quarters of coverage required for fully insured status under present law and under 

HR. 1258 
Required quarters 
Year of death, disabilit or attainment e ag 

Present lew HR. 
1953 and earlier 6 6 
1954 6-7 6 
1955 & 9 6 
1956 10-11 6 
1957 12-13 6 
1958 +-15 7 
1959 ( 7 5 
1960 18-19 9 
1961 20-21 10 
1966 0-31 15 
1971 40 x 
1976 “0 % 
1981 0 0 
1986 40 3% 
1991 and after 40 rm) 
1 This column represents the requirement under the basic insured status ila in existing 


law; for those individuals wh« 





meet the “spec 


established by the Social Sec Amendments 


rity 


leas for persons dying or reaching retirement age 


red status” test 
id be somewhat 


mtinuous coverage 


f 1954, the requirement » 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
IH. ELIGIBILITY FOR BENEFITS—Continued 











iemtpietetiltnatacinmmniom 
Item Present law H.R. 12580 
Te ies S 
Persons who died before Sept. 1, 1950, and | Provides that any person who died or attained 
after 1939 with at least 6 quarters of cover- retirement age before 1951 and had at least 
age are considered fully insured for pur- 6 quarters of coverage would be fully in- 
poses of survivors’ benefits (other than for | sured 
former wife divorced) Effective for benefits starting with the month 


after the enactment of the bill; effective for 
lump-sum death payments based on deaths 
occurring after month of enactment. 

Bill: See. 204. 

House report, pp. 14-15, 86-88. 


B. Survivors of workers who | Benefits are not payable to otherwise eligible | Allows benefits to such individuals even though 


died prior to 1940 widows, children, and parents if the wage earner died before 1940 if he had at least 
earner had died prior to 1940. 6 quarters of coverage. 
| Effective for month after month of enactment. 
| Bill: Sec. 205. 


House report: pp. 16, 88-89. 


C. Widowers of workers who | Benefits are not payable to eligible widowers | Eliminates August 1950 cutoff date. 





died prior to 1950 unless the insured worker’s death was after | Effective for month after month of enactment. 
prio | 
August 1950 and she was fully and cur- | Bill: Sec. 205. 
| rently insured House report: pp. 16, 88-89. 


D. Children born or adopted | Benefits are not payable to an otherwise [Permits payment of benefits to children born 


alter parent’s disability. | eligible child unless he was born, or adopted, | or adopted after worker's disability. A 
| or beeame a stepchild before the worker child cannot become entitled unless he is the 
became disabled. natural child or stepchild of the disabled 


| | worker or is adopted within 2 years after 
| | the month in which the worker became 
entitled to benefits 
Effective for September 1958. 
Bill: Sec. 201. 
| House report: pp. 33, 84-85. 


E. Dependency of stepchild on | A child is deemed dependent on natural father | Provides for payment of child’s benefit even 


natural father. or adopting father for benefit purposes un- though the child was living with and re- 
leas the father is not contributing to the | ceiving more than % of his support from his 
child’s support and the child is living with | stepfather 
and being supported by the stepfather at | Effective for month of enactment. 
the time he files «pplication. Bill: Sec. 202. 


House report: pp. 16, 85. 


F. Time needed to acquire | A wife, stepchild, or husband must be in this | Provides that the 3-year duration requirement 
status of wife, child, or relationship for 3 years pricr to the appli- be changed to | year. 
husband for retirement cation for benefits. Effective for month of enactment. 
or disability benefit pur- Bill: Sec. 207. 
poses. House report: pp. 17, 90. 


G. Invalid marriages. _ - ...| The validity of a marriage (under the law of 
| the State in which the worker lives) may 
determine eligibility for mother's, wife's, 
husband's, widow's, widower's, and child’s 
benefits. 


Provides that certain invalid marriages of in- 
sured workers will not result in ineligibility. 
| Applicant must have gone through the mar- 
| iage ceremony with insured worker in the 
| belief that it would create a valid marriage 
| and the couple must have been living to- 
gether at the time of the worker's death or, 
be living together at the time of appli- 
| ¢ation for benefits. 
| 


Effective for month of enactment. 
Bill: Seo. 208. 
House report: pp. 16, 91-92. 
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SOCIAL SECURITY AMENDMENTS OF 1960 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 





Item } 





Present law 


H. Lump sum death payment..| Lump sum death payment paid (in cases 
where no eligible spouse survives) only after 








A. Computing 
monthly wage, 


average 


The 


burial expenses are paid 


In general, an individual’s average monthly 


wage for computing his monthly old-age 
insurance benefit amount is determined by 
dividing the total of his creditable earnings 
after the applicable starting date and up to 
the applicable closing date, by the number 
of months Excluded from this 
computation are all months and all earn- 
ings part 
included in a period of disability under the 
disability ‘freeze 
and earnings in the year in which the period 
of disability begins may be included if the 
resulting benefit would be higher Also 
excluded from the computation 
months in any year prior to the year the 
individual attained age 22 if less than 2 
quarters of such year were quarters of 
coverage. Starting dates may be last day 
of (1) 1936, or (2) 1950, or, if later, the year 
of attainment of age 21 

closing date either (1 
Ist day of the year the individual died or 
became entitled to benefits or (2) the Ist 
day of the year in which he was fully 
insured and attained retirement age, which 
ever results in a higher benefit 


involved 


in any year any of which was 


except that the months 


may be the 


Applicable starting and closing dates are 
those which yield the highest benefit 
amount. The minimum divisor is 18 


months 


IV. BENEFIT AMOUNTS 


are all | 


Ill. ELIGIBILITY FOR BENEFITS—Continued 


H.R. 12580 


LL 


Allows lump sum to be sent directly to funera) 
director on application of person who Po 
sumes responsibility for funeral home ex. 

If any of the lump sum remains, jt 
is paid to person who paid funeral bill; if any 
still remains to persons who paid other burial] 
expenses in a certain order of priority, 

Effective date: For deaths after enactment and 
for deaths before enactment if no application 
is filed before the 3d month after month of 
enactment 


penses 


Bill: See. 203 

House report: pp. 30-31, 85-86 

Provides for computation of the average 
monthly wage, in retirement cases, on the 


besis of a constant number of years, regard. 
less of when, before age 22, the person 
after age 65 (age 62 
he files application 
The number of years would be 
than the 


started to work or wher 
in the case of a woman 
for benefits 
equal to 5 


less 


number of yearn 
periods of disability 


r after the year in which 


excluding years in 


elapsing after 1950 


the individual attained age 21, whichever is 
later, and up to the year which the person 
was first eligible for old-age insurance bene 
fits (generally the year in which he attained 
age 65-—-or age 62 in the case of a woman) 


In death and disability cases the number d 

letermined by the date d 
death or disability 

In those 


years would be 


cases where a larger benefit would 
result (because the individual's best earning 
were in years before 1951) the number d 
years would be those elapsing after 1936, 
rather than 1950; this alternative is similar 
to the 1936 alternative ‘“‘starting date’ 


available under present law in such cases 
The subtraction of 5 from the number of 
elapsed years is the equivalent of the present 
dropout of the 5 luring which the 
individual's earnings were the lowest 


years 


1 


would 
arnings 
ber of 
+ 1936, 
similar 
date” 
cases 
uber of 
present 
ich the 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
IV. BENEFIT AMOUNTS—Continued 





Item 
linemen 


A. Computing average 
monthly wage—Con. 


B. Child’s survivor benefit....| 


Present law 
Individuals can “drop out” up to 5 years 
of lowest or no earnings in computing aver- 


age monthly wage 


Benefit payable to each child is 4 of workers’ 





number of children he has (if he has 2 chil- 
| dren, each child will get 4 plus \% (%) of his 
benefit). 





H.R. 12580 


The earnings used in the computation would be 
earnings in the highest years. Earnings 
in years prior to attainment of age 22 or 
after attainment of retirement age could be 
used if they were higher than earnings in 
intervening years. The span of years could 
never be less than 2. Generally, the span of 
years to be used for the benefit computation 
in retirement cases could not be less than 
5—the number of years that would have to 
be used under the present law by people who 
attain retirement age in 1960. 

Effective, in general, on Jan. 1, 1961. 

Bill: See. 303(a). 

House report: pp. 28-29, 94-96. 


| Benefit payable to each child would be \ of 


| benefit plus 4 of his benefit divided by the | 


workers’ benefit. 
Effective for 3d month after enactment. 


| Bill: See. 301, House report: pp. 15-16, 93. 








A Investment of the trust 
funds. 


V. FINANCING 


Provides that the managing trustee (Secre- 
tary of the Treasury) shall invest such por- 


Investments must be made in interest-bear- 
ing obligations of the United States or in 


tion of the trust funds as is not, in his judg- 
ment, needed to meet current withdrawals. | 


ob'igations guaranteed as to both interest | 


and principal by the United States 

Such obligations issued for purchase by the 
trust funds shall have maturities fixed with 
due regard for the needs of the funds, and 
bear interest at a rate equal to the average 
rate of all marketable interest-bearing obli- 
gations not due or callable until after the 
expiration of 5 years from the date of orig- 
inal issue. This interest rate, if not a mul- 
tiple of % of 1 percent, is rounded to the 
nearest multiple of \ of 1 percent. 


} 
j 
| 
| 


The special obligations shall be issued for pur- 
chase by the trust fund only if the managing 
| trustee determines that the purchase in the 
market of other interest-bearing obligations 
of the United States, or of obligations guar- 
| anteed as to both principal and interest by 
| the United States, on original issue or at 
the market price, is not in the public 
interest. 


No change. 


Changes interest provision so that obligations 
shall bear interest at a rate equal to the 
average market yield (computed by the 
managing trustee on the basis of market 
quotations as of the end of the calendar 
month next preceding the date of such 
issue) on all marketable interest-bearing 
obligations of the United States then forming 
a part of the public debt which are not due 
or callable until after the expiration of 4 
years from the end of such calendar month. 

Reverses the provision so that the managing 
trustee is authorized to make purchases in 
the open market when he deems it is within 
the public interest. 
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OLD-AGE, SURVIVORS, AND DISABILITY I 
Vv. FINANCING—Continued 


Item Present law 


A. Investment of the trust | Bonds purchased may be acquired— 
funds—Continued 1) on original issue at par or 
(2) by purchase of outstanding obliga- 
tions at the market price. 
B. Review of status of trust | 
funds. | 
1. Board of Trustees..| These funds are administered by a Board 


of Trustees consisting of the Secretary of 


the Treasury, as managing trustee, the 
Secretary of Labor, and the Secretary of 
| Health, and Welfare, all ex 


officio of Social 


Education, 
(with the Commissioner 
Security as secretary) 
It shall be the duty of the Board of Trustees 
to 
1) Hold the trust funds 
(2) Report to the Congress not later th 
the Ist day of March of each year on the 
of the trust funds 


during the preceding fiscal year and on their 





operation and status 


expected operation and status during the 





next ensuing 5 fisesl years 

(3) Report immediately to the Congress 
whenever it is their opinion that during the 
fiscal years either of the 
funds will exceed 3 times the highest annual 
expenditures anticipated during the next 5 


ensuing 5 trust 


years, or whenever in their opinion either of 
the trust funds is unduly small 
4) Recommend improvements in admin 
istrative procedures and policies designed 
| to effectuate the proper coordination of the 
old-age and survivors insurance and Fed- 
} 
| 
| 
| 
| 





eral-State unemployment compensation 


programs. 


2. Advisory Council An Advisory Council on Social Security 
Financing will periodically review the status 
of the Federal Old-Age and Survivors In- 
Federal Dis 


ability Insurance Trust Fund in relation to 


surance Trust Fund and the 


the long-term commitments of the programs 


SOCIAL SECURITY AMENDMENTS 





OF 


1960 


Continued 


ens 
H.R. 12580 


— 


Changes (1) so that bonds may be purchased 
on original issue at the issue price. 

Effective date: Ist day of the month after the 
month of enactment 

Bill: See. 701(d 


House report: pp. 26-28, 137 


No change 


No change 


3) Changes requirement so that Board ; 


only if it believe 
trust fund is 


mediatel 





8 to report in 





the amount of either 


small 


unduly 


No change 


Adds requirements that the Board review the 
general policies followed in managing th 
trust funds, and recommend changes ip suck 
policies, including necessary changes in th 
provisions of the law which govern the way 
in which the trust funds are to be manage’ 

The Board is also required to meet at leat 
once each 6 months 

Effective date: Ist day 
month of enactment 

Bill: Sec. 701 (a), (b ti 


House re port: pT 





yf the month after th 


26-28, 137 








ef | 


err 


view the 


in such 


o in the 


at least 


after the 


preset 
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OLD-AGE, SURVIVORS, AND DISABILITY IN 


Vv. FINANCING—Continued 
ae s 


Item Present law 


B. Review of status of trust 
funds—Continued 
2. Advisory Council 
Continued 


The 


the 


first such Couneil will be appointed by 


after February 1957 and be 
1958 and will consist of the 


Commissioner of Social Security 


Secretary 
fore January 
as Chair 
man, and 12 other 


persons representing 


employers and employees, in equal num 
bers, self-ermployed persons and the public 


The 


recommendations 


Couneil shall make its report, including 


for changes in the tax 





rate, to the Board of Trustees of the trust 
funds before Jan. 1, 19590. The Board shall 
submit the recommendations to Congress 


before Mar. 1 


Other advisory 


1959, in its annual report 


councils with the same func- 


and constituted in the 
will be appoir 


earlier thar 


tions same manner 


ted by the Secretary not 


$ years nor later than 2 years 


of the the tax 
These 


Board 


prior to Jan. | years in whict 





rates are scheduled to be increased 


advisory councils will report to the 








on Jan. 1 of the year before the tax increase 
will occur and the Board will report t 
Congress t later than Mar of the same 
vear 

C. Maximum taxable amount_| $4,800 a vear 

D. Tax rate for self-employed Taxable years beginning after Percent 
1959 a 
1962 7 5M 
1965 6 | 
1968 6% 

E Tax rate for employees and | Calendar years 


employers 1960-62 3 
1963-65 3 
1966 68 4 

4 


1969 and after 
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JRANCE—Continued 


H.R. 12580 


Changes appointment and report dates of ad- 


visory councils: will be appointed during 
1963, 1966, and every 5th year thereafter 
and will report not later than Jan. 1 of the 





2d year after the year in which they are 
The advisory council appointed 

in addition to the other find- 
include its find- 


recommendations with respect to 





appoin 
1963 shall 

ngs it is required to make 

ings and 
extensions of the coverage, benefit adequacy, 
and all other aspects of the program 

Eff date 

Bill 704 


House report 





ctive Date of enactment 
Sec 
pp. 31-32, 138. 


No change 


Do 


Do 
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MEDICAL SERVICES FOR THE AGED 
(New title XVI) 


Item H.R. 12580 





————~. 


I 


I. Purpose. é The new title XVI provides for Federal payments to States which institute programs to i 

make medical benefits available to aged persons of low income who are unable to meet the 
cost of their medical needs. Such benefits would be provided only in the form of direct 
payments to providers of medical services 

Federal payments to States would reimburse the States for a portion of their expenditures 
under approved plans according to the equalization formula yw used to compute the 
Federal portion of old-age assistance payments between $30 and $65 per month, The 
Federe! share will range from 50 to 65 percent depending upon the per capita ineome of tI! 


‘ As under the public assistance 
program the Federal Government would bear half of the administrative expenses, (For 


the State as related to the national per capita inc« 





State matching percentages under public assistance (approximate) see p 


In order to be eligible for such payments, the State n program according to 4 


plan submitted to the Secretary of Healt Educat snd approved by him, 





which meets the requirements set out in the bill strative provisions are 








essentially the same as now required for State old-age assistance ons The requirements 
relating to medical benefits are outlined below The Secretary may suspend payments 
to States, in whole or part, when he finds that the State is not comy & with its plan, o 
that the plan no longer complies with the requireme f the t 

II. Scope of benefits... .__ -| The State plan may specify medical services of any scope and durati pr ied that both 
institutional and noninstitutional services luded, and pre led further that the 


medical benefits are not greater in scope, amount or duration than those available for old 





age assistance recipients in the State Moreover, the Secretary may not ny plan | IV 
which will result in a reduction in old-age assistance i to the totally and permanently ' 
disabled, aid to the blind, or aid to dependent childre ' 

The Federal Government would share in the expense of pr ling the following kinds of V 


medicalfservices without limit 
1 [Skilled nursing home services 
2. Physicians’ services 
3. Outpatient hospital services 


4. Organized home care services 


5. Private duty nursing services 
6. Therapeutic services; and 
7. Major dental care 
The Federal Government would share the exp. f pr ling the f 1~ medical 
services up to the limite stated 
1. Inpatient hospital services p to 120 da pe ear 
2. Laboratory and X-ray services (other than t led « pat t hospital serv 
| ices p to $200 per year; and ' 
3. Prescribed drugs p to $200 per ye j 
The Federal Government 1 not share the pense of ling the following kind 5 I 
| of medical benefits 
1. Services not determined to be medica ecessar a pl ‘ 
2. Services rendered to patients in n ta t er osis hospitals 
| 3. Services rendered to persons in hos] als ther tha ental or tuberculosis hospital 
| on a diagnosis of tuberculosis or psychosis the first 42 days 





than medical institutions 





4. Services rendered to inmates of public 





| and ' 

| 5. Any other type of medical service not mentioned above 

| The State plan must designate or establish an agency which w be responsible for setting 

and maintaining standards for the pr fers of hospit a home, and organised 
home care services. The plan must also ide methods for deter ng rates of payment 
for institutional services, and methods f fetert W edules of fees or rates of payment 


i for other medical services 
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MEDICAL SERVICES FOR THE AGED—Continued 





ee - 
—— Item | H.R. 12580 
5 si cipenetnatoas — asi — —_— leaned 
Bas Il, Scope of benefits—Continued | The State plan 1 provide medical benefits to all persons who— 
Ams to 1. Have attained age 65; 
eet the 2. Have income and resources, considering their other living requirements, as determined 
anal by the State, which are insufficient to meet the cost of their medical services; 
3, Are citizens of the United States; and, 
ditures 4. Are residents of the State (provision must also be made, in accordance with the Sec- 
iis retary’s regulations, which will make benefits available to residents of the State 
. The who are absent therefrom 
‘ome of IIL. Bligibiiity for benefits The State plan must exclude from eligibility for medical benefits all persons who— 
Jatenes 1. Are receiving payments, or are having payments made in their behalf, under the 
(For programs for aid to the blind, aid to the totally and permanently disabled, aid to 


dependent children, or old-age assistance; or 
2. Are under age 65 
The State plan must contain provisions, in accordance with the Secretary's regulations, which 
will make benefits available to residents of the State who are absent therefrom. The plan 
may not require a premium or enrollment fee as a condition of eligibility. The State plan 
must include reasonable standards for determining eligibility, but such standards may not 
be inconsistent with the above requirements. The plan must provide that no lien may be 
imposed against the property of a beneficiary prior to his death (or the death of his spouse, 
whichever is later) on account of any benefit he may have correctly received, and that there 
may be no recovery of any benefits correctly paid until after the death of the recipient (or 
the death of his spouse, whichever is later 
IV. Beginning date Payments to State will first be made for calendar quarter beginning July 1, 1961. 
Bill: See. 601 
House report: pp. 2-3, 6-9, 10-11, 120-135 
cinds of V. Planning grants Authorizes appropriation of Federal funds to the States to make plans and initiate adminis- 
trative arrangements for the new programs under title XVI. Such grants shall be made 
ion of the State agency, and may not exceed 50 percent of the cost of planning 
with the further limitation that aggregate payments to a State may not exceed $50,000 
Effective date: Date of enactment. Funds appropriated would be available for grants to 
and obligation by the States through June 30, 1962 


Bill: Sec. 603 











ipon applies 


House report: pp. 9, 136 


medical 
i PUBLIC ASSISTANCE 
tal serv- 
Item Present law H.R. 12580 
ng kinds I. Old-age assistance medi The following formula is applicable for a com- | No change. 
eal program bined program which includes both money 
payments and vendor expenditures for 
: | medical care 
7 ' A. Matching formula_| Federal matching share is $24 of the Ist $30 
aad ' % of the Ist $30) with matching above this | 
. { amount varying from 50 to 65 percent 
States whose per capita income is equal to 
or above the per capita income for the 
7 = ; United State have 50 percent Federal 
rganii : 
8 ‘ matching, while those States below the 
men 
pay national average have Federal matching 
ayment . 
pe 5 which varies up to a uxximum of 65 per- 
’ cent 


-——— 


—— a 
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PUBLIC ASSISTANCE—Continued 











LT 
Item Present law H.R. 12580 2 
| | ee] 
I. Old-age assistance medi- | The Federal percentages a promulgated for x 
cal program—-Continued | the period Oct. 1, 1958, through June 30, | > 1 
A. Matching formula— | 1961, are as follows 
Continued | State Federal percentage 
| Alabama 65. 00 
| Alaska 50. 00 
Arizona 63. 23 | 
Arkansas 65. 00 | 
California ‘ 50. 00 | ’ 
| Colorado 53. 42 ' 
Connecticut 50. 00 ' 
j Delaware. id 50. 00 | ' 
District of Columbia = 50. 00 
Florida ae 59. 68 
Georgia 65. 00 
Hawaii. 50. 00 i 
Idaho. ‘ 65. 00 
Lilinois 50. 00 
Indiana... 50. 00 
lowa 63. 23 
Kansas 60. 78 
Kentucky 65. 00 
Louisiana o 65. 00 | ' 
Maine 65. 00 
Maryland 50. 00 
| Massachusetts. _ . 50. 00 
| Michigan “ 50. 00 
Minnesota 58 57 
Mississippi . . - 65. 00 
Missouri 53. 42 
Montana 54. 07 
Nebraska 63. 41 f 
Nevada 50. 00 ; 
New Hampshire 57. 91 i 
New Jersey 50. OU I 
New Mexico 65. 00 
New York 50. 00 
North Carolina 65. 00 | 
North Dakota 65. 00 i 
Ohio 50. 00 ; 
| Oklahoma 65. 00 
| Oregon 52 58 | 
| Pennsylvania SO. 00 
Rhode Island . 50. 00 
South Carolina. . 65. 00 
| South Dakota... 65. OO 
} Tennessee 65. 00 
| Texas 61. 36 
Utah 65. 00 
| Vermont 65. 00 
Virginia 65. 00 
Washington 50. 00 
West Virginia. 65. 00 
Wisconsin . . . 54 60 


n 


| W yoming 50. 92 


(23 F.R. 7150] 





OR 


omen 
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Item 


—————— 


| re Present law | 
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PUBLIC ASSISTANCE—Continued 





I. Old-age assistance medi- | The maximum amount, upon which the Fed- | 


cal program ~Continued 
A. Matching formula 
Continued 


B, Definition of old- 
age assistanor 


Il. Medical care guides and 
reports | 


58387 0—60——3 


eral Government will match, is $65 a month, | 
times the number of people on the old-age 
assistance roll (on an averaging basis) 


H.R. 12580 





If a State submits to the Secretary of Health, 
Education, and Welfare a modification of its 
plan which satisfies the Secretary that it will 
result in a substantial improvement in its 
old-age assistance medical program, it will 
receive additional Federal matching. An 
increase of 5 percentage points in the Federal 
share of the additional vendor medical ex- 
penditures up to an average of $5 a month 
per recipient would be made. For example: 

(1) It will increase the Federal share on 
the additional amount, within the matching 
maximum of $65 per month, from 65 to 70 
percent in the lowest income States. 

(2) It will increase the Federal share on 
the additional amount, within the matching 
maximum of $65 per month, from 50 to 55 
percent in the highest income States. 

(3) For States who are over the $65-a- 
month matching maximum, the Federal 
share would be 5 percent of the additional 
amount 


Effective for quarter beginning Oct. 1, 1960. 


| Bill: sec 


For Federal matching purposes excludes any 


money or vendor medical care payments 
for persons who have been diagnosed as 
having tuberculosis or psychosis and are 
patients in medical institutions as a result 


thereof 


No provision 


602 

House report, pp. 9-11, 135, 136 

Modifies exclusion as to vendor medical care 
payments to permit Federal sharing as to an 
individual in a medical institution as a result 
of a diagnosis of tuberculosis or psychosis 
for a period of 42 days. 

Effective date: July 1, 1961. 

Bill: See. 602. 

House report: p. 136. 

Provides that the Secretary would develop and 
revise from time to time guides or recom- 
mended standards as to the level, content, 
and quality of medical care and medical 
services for the use of the States in evaluat- 
ing and improving their public assistance 
medical care programs and their programs 
of medical services for the aged. For this 
purpose, the Secretary would also be 
directed to secure information from the 
States on their medical care and medical 
services under these programs and to publish 
these reports and other necessary informa- 
tion. 

Bill: See. 705 

House report: pp. 9-10, 139. 
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PUBLIC ASSISTANCE—Continued 
Item Present law H.R. 12580 
III. Temporary extension of | Temporary legislation (sec. 341(b) of the | Postpones termination date until June 39 1964 I 


certain special provi- | Social Security Amendments of 1950 Bill: Sec. 706 
sions relating to State relates to the approval by the Secretary of | House report: pp. 57, 139 
plans for aid to the certain State plans for aid to the blind mm 
blind which do not meet in full the require IT 
ments of clause (8) of sec. 1002(a) of title 
X relating to the “‘needs"’ test Expires \ 
June 30, 1961 
MATERNAL AND CHILD WELFARE SERVICES 
oe a ween i 
I. Maternal and child health 
services ; 
A. Authorization of | Authorizes $21,500,000 per year Auth es $25 milli pe ar 
annual appro- Effective date: Fiscal yea “ 
priation Bill: Sec. 707(a A 
B. Allotment to | Out of the sum appropriated House 9 
States 1. $10,750,000 shall be allotted as follows Subs 10.750.000 
to each State a uniform base grant of $60,000 * hat the unifor: 
and the remainder in the proportion of live gra be wed from $60,000 » 
births in that State to the whole United States $70,000 j 
2. The other $10,750,000 is allotted accord Bill: Sec. 707(a 
| ing to the financial need of each State after | House report: | } 
| taking into consideration the number of live 
births in that State [proportionate reductio 
in amounts if full authorized sum is not ap 
propriated] 
C. Special project | No specific provision in the law Adds provi tha re than 25 perce 
grants of the sums ler B-2 (above) shall be ava 
} able for grants to Sta ealth agencies, ax oi 
j to public or other fit institutions 
higher learning for special projects of reg 
| “ f national significance which may 
| tribute to the adva of maternal » 
} hild healt! } 
| Bill: See. 707 \ 
House report: pp. 34 ~140 
II. Crippled children’s serv- 
ices: 
A. Authorization of | Authorizes $20 mill per year Authorizes per year 
annual appropriatior Effective da Fisca ar 1961 
Bill: See. 707(2)(A 
House report: pr 4, 49 ) 
B. Allotment t« Out of the sum appropriated Same as B at 
States 1. $10 million shall be allotted as fol Bill: Sec. 707(a)(2)(B 
lows: to each State $60,000 and the re 











mainder according to need after taking int 


consideration the number of crippled chil 
fret each State i eed of services and 
the cost of furnishing such services 
2. The other $10 milli according t 
need of State as determined after taking 
consideration the umber of crippled 
children in each State need of services 
and the cost of furnishing such services & 


them. 
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12580 


| ] 
Item | Present law H.R 


| 


a, 
i 


ine 30, 1964 jcee—Continued 


C, Special project 
grants 
III. Child welfare services 
A. Authorization 
annual appropriation 


B. Allotment 


States 


of 
to 
a 
; 


C. Research and 
900 in ber demonstration pro}- 
the unifore 
$60,000 » | ees 
! 
25 perce: 
all be aval 
rencies, and ee 
titutions ¢ 
8 Of repos 
may o 
aternal « 


Il. Crippled children’s serv- | 


No specific provision in the law 


Authorizes $17 million per year 


Out of the sum appropriated allots to a Stat« 
such portion of $60,000 as the amount ap- 
propriated bears to the amount authorized 
to be appropriated. The remainder of sums 

appropriated shall be alloted so that each 

State shall have an amount which bears the 

same ratio to the total remainder as the 

product of (1) the population of each State 
the allatment 
per 


under the age of 21 and (2 


percentage (based on relative 


income) bears to the sum of the correspond- 


capita 


ing products of all the States 
No provision 


: SOCIAL 
MATERNAL AND CHILD WELFARE SERVICES—Continued 


Same as C above. 
Bill: Sec. 707(a)(2)(B 
Authorizes $20 million per year 
Effective date 
Bill 707 (a) (3)(A 
House report: pp. 5, 34, 49, 139 
Changes the $60,000 to $70,000 
3) (A) (B) 

5, 34, 49, 139. 


Fiscal year 1961 





See 


Sec 


Bill 707 (a 
House report: pp 


Authorizes appropriation for grants by the 
Secretary of Health, Education, and Welfare 
to public or other nonprofit institutions of 
higher learning and to public and nonprofit 
agencies and organizations engaged in re- 
search or child welfare activities, for special 
research or demonstration projects for the 
demonstration of new methods or facilities 
which show promise of substantial contribu- 
tion to the advancement of child welfare. 

Bill: See. 707(b) (3) 

House report: pp. 50, 140. 








26 





SOCIAL 


SECURITY 





AMENDMENTS OF 1960 


EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION) 


| Present law 


| 

| In general, the unemployment compensation 

j program covers all employees in commerce 

and industry who are employed by an em- 

ployer of 4 or more workers on at least | 

| day of 20 weeks in a calendar year. 

| 17 specific exclusions from are 
spelled out in the Federal Unemployment 
Tax Act (sec. 3306(c)) 


coverage 








Il. Extension to Puerto Rico..| The Commonwealth of Puerto Rico has an 


Ill 


Administrative financing: 
A. Federal unem- 
ployment tax rate 


B. Unemployment 
Trust Fund. 


| independent 
| program 

not subject to the Federal unemployment 
| tax and Puerto Rico is not entitled to Fed 
eral grants to cover the administrative ex 
j penses of its unemployment compensation 
program. The cost of employment service, 
however, is by Federal grants 
under the Wagner-Peyser Act 


unemployment compensation 
Employers in Puerto Rico are 


covered 


Each employer is taxed 3 percent on the Ist 
$3,000 of an employees’ covered wages, of 
which 90 
payrolls) may be offset by unemployment 
taxes paid under State law or tax savings 
allowed under State law through experience 
rating. The net Federal tax is 0.3 percent 
of taxable payroll 

| Receipts from State taxes go into the various 

| State accounts in the Unemployment 

Trust Fund. The sums allocated to State 

| ccounts are generally available for benefit 

| payments 


percent (2.7 percent of taxable 





| 





H.R. 12580 


———._ | 


Coverage is extended, generally effective in | 
1962, to several categories of employm 
presently specifically excluded. These jp. | 


clude 


10 


1) Employees of certain instrumental. 
ities of the United States which are neithe 
wholly or partially owned by the Unites 
States, including Federal Reserve bank: 
Federal credit unions, Federal land banks 
and others. Employees of partially owned 
instrumentalities such as banks for Coopers. 


tives and Federal intermediate credit banks 


are brought under the unemployment com 
pensation program for Federal employer, | 
effective in 1961 


(2) Employees serving on or in conne 
tion with American aircraft outside th | 
United States 

(3) Fmployees of ‘feeder organization 
all of whose profits are payable to a nop 
profit organization and employees of nos 
profit organizations which are not exemy 


from income tax 


(4) Certain employees of certain ty 
exempt organizations, including agricultury 
and horticultural organizations, volunter 


employee beneficiary associations, and {n 
ternal beneficiary societies 

Bill: Sees. 531-535 

House report, pp. 55 

Puerto Rico will be tr 


56, 124-126 

ated as a State for th 
purposes of the Federal-State unemploymer 
compensation system beginning Jan, 1, 1% 








Federal employees and ex-servicemen wi 
not have their benefita computed und 
Puerto Rican law until 1966 

Bill: Secs. 541-543 


House report, pp. 57, 127 


Effective in 1961, the tax rate is raised to 
percent on the Ist $3,000 of covered wags 
which results in a net Federal tax of 04 pe 

cent of taxable payroll 


Bill 


House report, pp. 55, 


Sec. 523 


118 


No change in State accounts 


sed to } 


of 0.4 pe 
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EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION )—Continued 


Item 


——— 


Ill. Administrative 
—Continued 


financing 


B. Unemployment 


Trust Fund 


Continued 





Present law 


the Federal 
ment tax (0.3 percent) are used to pay the 
cost of administering Federal and State 
operations of the security 
program. At the end of each fiscal year, 
after Federal and State administrative ex- 
penses have 
Federal 


Receipts from net unemploy- 


employment 


been paid, excess 
unemployment receipts 


earmarked and placed in the Federal 


any net 


Lax are 
un- 
employment account to maintain a balance 
of $200,000,000 in that account. This 
account is used to make advances to the 
States with depleted reserve aceounts 


Any excess receipts not required to maintain | 


the $200,000,000 the Federal 


unemployment account is allocated to the 


balance in 


trust accounts of the various States in the | 


proportion that their covered payrolls bear | 


These 


under certain condi- 


to the aggregate of all the States 
excess receipts may, 
tions, be used by a State to supplement 
Federal grants in financing administrative 


operations 


Bill 


H.R. 12580 


A new account, called the employment security 
administration account, will be established 
in the Unemployment Trust Fund. All 
receipts from the net Federal unemploy- 
ment tax (0.4 percent) will be credited 
initially to this new account. Federal and 
State administrative expenses will be paid 
out of this account with a maximum of 
$350,000,000 per year allowable for State 
administrative expenses 

At the end of a fiscal year, excess receipts after 
administrative expenses will be credited to 
the Federal unemployment account to 
build up and maintain a maximum balance 
of $550,000,000 or 0.4 percent of covered 
payrolls, whichever is greater, 
making advances to States 

After the Federal unemployment account 
reaches its statutory limit, any remaining 
excess of net Federal unemployment taxes 
over administrative expenses will be retained 
in the employment security administration 
account until that account shows a net 
balance at the close of the fiscal year of 
$250,000,000. This net balance is to be 
used to provide funds out of which adminis- 
trative expenses may be paid during each 
fiseal year prior to the receipt of the bulk of 
Federal unemployment taxes in January and 
February 

Pending the building up of the $250,000,000 
balance in the employment security adminis- 
tration account, advances to the account are 
authorized from a revolving fund which 
would be financed by a continuing appropria- 
tion from the general fund of the Treasury. 
These advances will be repaid with interest. 

After the Federal unemployment account is 
built up to its statutory limit, and the year- 
end net balance of the employment security 
administration account reaches $250,000,000, 
and after any advances from the general 
fund of the Treasury have been repaid, any 
excess in the employment security adminis- 
tration account will be distributed to the 
accounts of the various States in the same 
manner as is provided under present law, 
except that if any State has outstanding 
advances from the Federal unemployment 
account its share of the surplus funds will 
be used to reduce these outstanding advances. 

Effective date: Fiscal year 1961 

See. 521 

House report, pp. 51-53, 108, 116 


for use in 








SOCIAL SECURITY AMENDMENTS 





OF 1960 


EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)—Continued 


j LL 


Item Present law 





III. Administrative Finane- 
ing—Continued 


C. Advances to the 


States: 
1. Eligibility for A State whose reserve account at the end of 
advances. any quarter is less than the amount of bene- 
fits paid in the last four preceding quarters 
may apply for an advance from the Fed- | 
eral unemployment account 
2. Amount of ad- A State is advanced the amount specified in | 
vances, the State’s application but such amount 


fits paid by it in any one of the last four 
preceding quarters 


3. Repayment of | The Governor of any State may at any time 
advances. 
State’s account to the Federal unemploy- 
ment account in repayment of part or all of 


the balance of advances made to the State 





may not exceed the largest amount of bene- | 


request that funds be transferred from the | 





' 


Bill 
House report, pp. 53-54, 116-117. 
Same as present law 


H.R. 12580 
aeneneeiereaeinnneiniiieleil 


A State's eligibility for advances (applied for 


after enactment) may be determined at 
time. Advances will be made only if in the 
account of the State requesting an advance 
the sum of reserves on hand plus expected 
tax receipts will be inadequate to meet the 
expected level of benefit payments during 
the current or following month. 


Bill: Sec, 522(a). 
| House report, pp. 53-54, 116-117 
Advances will be made in amounts which the 


Secretary of Labor estimates will be m 
quired to pay compensation during the cup. 
rent or following month, including amounts 
to cover contingencies, The 
aggregate amount of loans approved by the 
Secretary of Labor may not exceed the 
amount available for advances in the Ped. 
eral unemployment account 

See. 522(a 


unexpected 


oa ee RR 


Il. 





“h the 
e Te 
€ cur 


ny the 
» Ped. 
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EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)—Continued 








Item 
| 


Finane- 


III. Administrative 


ing—Continued 
C. Advances to the 


States—Continued 
3. Repayment of 
advances—Con. 





Present law 


| If an advance to any State has been outstand- 
ing at the beginning of four consecutive 
years, the employers’ credit in that State 
against the Federal tax is reduced from 


2.7% to 2.55%. This inerease in the net 
Federal tax is used to pay off the advance. 
During successive years in which the ad- 
vance is outstanding the employers’ credit 
is reduced by an additional 0.15% a year. 
If a State repays outstanding advances by 
Dec. 1 of any year the reduced credit pro- 
visions do not come into operation for that 
year. 


H.R. 12580 


If an advance to any State made after enact- 
ment is outstanding at the beginning of two 
consecutive years, the employers’ credit in 
that State against the Federal tax is reduced 
from 2.7% to 2.4%. During successive 
years in which the advance is outstanding 
the employers’ credit is reduced by an 
additional 0.3% a year. If a State repays 
outstanding advances by Nov. 10 of any 
year the reduced credit provisions do not 

| ome into operation for that year. 


| In addition to the reduction of 0.3% a year in 
the employers’ tax credit against the Federal 
| tax two other possible credit reductions are 
| provided. The first provides that beginning 
| in the third year in which an advance is out- 
standing the maximum employers’ credit is 
| reduced by the amount, if any, by which the 
average employer contribution rate in the 
preceding year was less than 2.7%. The 
second credit reduction provides that in the 
fifth year in which an advance is outstanding 
| if the State’s benefit-cost rate over the pre- 
i 
| 





ceding five years is higher than 2.7% then 
the employers’ credit shall be reduced by the 
amount, if any, by which the State’s average 
contribution rate in the preceding year is leas 
than such benefit-cost rate. 

| Bill: See. 522(a), 523(b). 

House report, pp. 54-55, 118-124. 
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The CHarrMan. I have instructed the committee clerk to insert jp 
the record at the end of the hearings, a copy of each amendment 
which has been introduced in the Senate to be proposed to H.R. 12580, 
accompanied by a brief analysis and a statement of views thereon by 
the Department of Health, Education, and Welfare. 

(The amendments, analyses, and departmental reports thereon 
appear on pages 451 to 551.) 

The CuarrmMan. The first witness is the Honorable Arthur S, Flem- 
ming, Secretary of Health, Education, and Welfare. 

Mr. Flemming, you may proceed, sir. 


STATEMENT OF ARTHUR S. FLEMMING, SECRETARY OF HEALTH, 
EDUCATION, AND WELFARE, ACCOMPANIED BY CHARLES £. 
HAWKINS, W. L. MITCHELL, ROBERT J. MYERS, ROBERT M. BALL, 
SOCIAL SECURITY ADMINISTRATION ; AND ROBERT A. FORSYTHE, 
ASSISTANT SECRETARY, DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 


Secretary Fremmine. Mr. Chairman and members of the commit- 
tee, I appreciate very much having the opportunity of appearing 
before the committee in order to discuss H.R. 12580 and some of the 
issues that underlie it. The bill as you know was developed after 
long and careful consideration in the Ways and Means Committee 
of the House of Representatives. 

It makes a substantial number of significant changes in the pro- 
grams of old-age, survivors, and disability insurance, maternal and 
child welfare, public assistance, and unemployment compensation, It 
also would establish a new program for low income aged _ persons 
who need help in meeting their medical bills. 

The changes that the bill would make in the OASDI provisions 
would accomplish some important basic program improvements. In 
addition, the bill would remedy some minor inequities that exist under 
the present provisions, and would make many technical improve 
ments and administrative simplifications, 

The program of old-age, survivors, and disability insurance pro- 
vides basic protection to the American people against the risk of 
earning loss resulting from retirement, death, or permanent and total 
disability. Over 14 million individuals now receive benefits under 
this program. Nearly 900,000 additional persons would almost im- 
mediately become eligible for benefits under the provisions of this bill, 

In addition, some 400,000 children would receive increased bene- 
fits immediately and approximately 300,000 persons would be brought 
under the coverage of the system so that their earnings would count 
toward eligibility for benefits on retirement, death, or disability. 

Among the most significant of the old-age, survivors, and disability 
insurance provisions are those concerned with disability. The min- 
mum age of 50 for receipt of disability insurance benefits would be 
eliminated. This would result in immediate benefits for 125,000 dis- 
abled workers and approximately a like number of their dependents. 
I am very glad that experience under the disability insurance pro 
gram indicates that this significant change can now be made without 
increasing the tax rates necessary to finance the disability benefit 
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program. Another change in the disability provisions would elim- 
inate a second 6-month waiting period for disability benefits for per- 
sons who had had a prior period of disability within 5 years. 

Under present law disabled persons who return to work pursuant 
to a State-approved vocational rehabilitation plan may continue to 
draw benefits for as many as 12 months even though they are engaged 
in work activity which is such that, without this provision, they 
would have their benefits terminated. 

The bill would broaden this provision so that disability beneficiaries 
who work under other rehabilitation plans or are rehabilitating them- 
selves would also be allowed a similar trial work period during which 
their benefits would be continued. 

One of the important changes in the old-age, survivors, and dis- 
ability insurance system would revise the present insured status 
provision to make the requirements that apply to people attaining 
retirement age in the next few years more nearly comparable to those 
that will prevail over the long run. 

At present, an individual, to be eligible for benefits on retirement, 
has to have had coverage in a number of calendar quarters equal to 
one-half of the quarters elapsing after 1950 and before he attained 
retirement age. 

For persons brought. into coverage in 1954 and 1956 and reaching 
retirement age at the present time, almost all of the quarters that have 
elapsed since their jobs were covered have to be quarters of coverage. 

Under the bill, a person would be fully insured if he had one quarter 
of coverage for every four quarters elapsing after 1950 (instead of one 
quarter of coverage for every two elapsed quarters as required by 
present law ). 

This change is consistent with the longrun requirement that an 
individual is permanently insured if he has 40 quarters of coverage— 
about one-fourth of a working lifetime in covered work. The change 
would make approximately 600,000 persons immediately eligible for 
benefits. 

The bill provides a number of extensions of coverage recommended 
by the administration, including coverage for self-employed phy- 
sicilans, parents employed in a business by their sons or daughters, 
additional employees of nonprofit organizations, workers in Guam 
and American Samoa, and a few other small groups. 

In addition, various provisions affecting nonprofit employees and 
State and local employees are liberalized and improved. Among 
other changes. the time within which ministers can elect. coverage is 
extended, and further opportunity for retroactive coverage under State 
and local agreements is provided. 

Under present. law, the amount payable to a child of a deceased 
worker is equal to one-half of the benefit amount the worker would 
have been paid if he had lived, plus an additional amount derived by 
dividing one-fourth of the worker’s benefit amount by the number 
of children getting benefits. 

The bill would increase the benefits payable to children of a de- 
ceased worker so that each child would get an amount equal to three- 
fourths of the worker’s benefit amount, subject of course to the family 
maximum provision. 
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The bill would also provide benefits for survivors of workers who 
died fully insured before 1940. About 25,000 people—chiefly widows 
over age 72—would qualify as a result of this change. 

The provisions relating to the investment of trust funds would be 
changed so as to make interest earnings on the Government obligations 
held by those funds more nearly equivalent to the rate of return be- 
ing received by people who buy Government obligations jn 
the open market. The changes would make for more equitable treat- 
ment of the trust funds and are generally in line with the recom- 
mendations that were made by the Advi isory ‘Council on Social See urity 
Financing. 

The long-run benefit cost of the old-age, survivors, and disability 
insurance system as modified by the bill is very closely in balance with 
contribution income, ac cording to our intermediate cost estimate. This 
of course is true under present law and it would continue to be so after 
enactment of the bill. 

Our latest long-range cost estimates show, on a level-premium inter- 
mediate-cost basis, a surplus of 0.15 percent of payroll for the dis- 
ability part of the program. 

H.R. 12580 would increase the level- premium cost of the disability 
provisions by 0.21 percent of payroll. The resulting net insufficiency 
of 0.06 percent of payroll would be small enough so that the disability 
part of the program would still be in actuari: al balance. 

The old-age and survivors insurance part of the program now shows 
an actuarial insufficiency of 0.20 percent of payroll on the intermedi- 
ute-cost basis. The estimated level-premium cost of the provisions in- 
creasing children’s benefits and the provision liberalizing the insured 
status requirements total 0.06 percent. 

The provisions for extending the coverage of the program and the 
provisions relating to the investments of the trust funds would pro- 
vide increased income equivalent to 0.03 percent of payroll. 

Therefore, the present actuarial insufficiency of 0.20 percent of pay- 
roll would be increased to 0.23 percent. An insufficiency of this size 
is small enough so that the old-age and survivors insurance part of 
the program would continue to be on an actuari: ally sound basis. 

Income and expenditures of the old-age and survivors insurance 
trust fund are estimated under the bill to be in close balance during 
calendar year 1961, and it is expected that expenditures will be some- 
what larger than income during 1962 

Beginning in 1963, income is expected to exceed disbursements, and 
the long-range upward trend in the size of the trust fund will be 
resumed. 

An important result of the changes in the OASDI program made by 
the bill is an estimated savings in public assistance costs of about $85 
million in calendar year 1961 and larger annual savings in future 
years. 

The old-age, survivors, and disability insurance provisions would 
contribute substantially to the protection afforded under the program 
and would be a desirable step at this time. 


MATERNAL AND CHILD HEALTH AND WELFARE PROVISIONS 


The bill would increase the amounts authorized to be appropriated 
for maternal] and child health and for crippled children’s services to 
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$25 million eac ‘th. They are presently $21,500,000 and $20 million, 
respectively. Provision is made for direct grants for special projects 
to public and nonprofit institutions. 

he ee ceiling for child welfare services would also 
be increased from $17 million to $20 million. The bill also contains 
an authorization for grants to public and nonprofit institutions of 
higher learning, agencies and organizations for research, and demon- 
stration projects related to child welfare consistent with a recom- 
mendation of the Advisory Council on Child Welfare Services author- 
ized by the Senate as a part of the 1958 amendments. 


MEDICAL CARE PROVISIONS 


The bill contains a number of provisions concerned primarily with 
medical care for older persons. It instructs the Secretary of Health, 
Education, and Welfare to develop guides or recommended stand- 
ards as to level, content, and quality ‘of medical care for the use of 
the States in evaluating and improving their public assistance medi- 
cal care programs and the new program authorized in the bill. 

The Secretary is also required to secure periodic reports from the 
States on items included in, and quantity of, medical care for which 
expenditures are made under these programs. 

This is in accord with a recommendation made by the Advisory 
Council on Public Assistance which was established pursuant to an 
amendment made by this committee in the Social Security Amend- 
ments of 1958. The House Ways and Means Committee, in its report 
on this bill, has asked the Department to undertake a study of other 
medical resources available to public assistance recipients. 

The bill also provides for somewhat increased Federal participa- 
tion under the old-age assistance program in increased expenditures 
to suppliers of medical care under State plans which make significant 
improvements in assistance for medical care. 

The Ways and Means Committee, in its report on the bill, stated: 

In order to further encourage the States, particularly those which have made 
but limited efforts in the medical area, to increase their effort, the bill includes 
a provision giving each State an additional amount of Federal funds for old- 
age assistance where its expenditures are increased through vendor payments 
for medical care. 

The stated objective is a desirable one, and while there is some 
question whether the provision in the bill would produce the intended 
result, it is oy worth trying. 

Title VI of H.R. 12580 would establish a new Federal-State grant- 
in-aid program intended to assist in meeting the acute problems of 
medical care encountered by aged persons. The program would 
permit States to pay for the medical expenses of low-income aged 
persons who are not so needy as to require old-age assistance but whose 
income and resources, after taking into account amounts needed for 
current living expenses, are insufficient to meet their medical bills. 

States would have broad latitude in determining who needed such 
assistance and in determining what medical expenditures would be 
made under the plan. Such a program looks in the direction of at- 
tempting to meet a part of the problem of medical care for older 
persons by dealing with crises after they arise. It puts the State 
government, with the assistance of Federal funds, in a position to 
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deal with these crises. It does not, of course, put the individual jp 
a position where he can obtain protection in advance against. the 
hazards of long-term ilJnesses. 

In view of the fact that the title would put States that take ad. 
vantage of it in a better position to deal with illnesses incurred by 
low-income aged persons, we favor its inclusion in the bill. 


HEALTH INSURANCE FOR THE AGED 


In addition to the issues I have just discussed, the Congress has 
before it the question of what the Federal Government should do 
in order to help the aged make provision in advance for meeting the 
costs of illness. 

The members of this committee are aware that tremendous efforts 
have been made by various groups and individuals to bring to public 
attention the problems faced by many of our aged in meeting the 
costs of health services and medical care. 

A considerable segment of this effort has been directed to the Mem- 
bers of the Congress—with assertion of the virtues of one method of 
meeting the problem over another. 

The executive branch of the Government fully recognizes and ae- 
cepts the fact that the Federal Government should take additional 
action in this field. A careful consideration of facts such as the fol- 
lowing can lead to no other conclusion: 

There are 16 million persons aged 65 and over. Four million 
pay income taxes. Of the 12 million who do not pay income taxes, 
2.4 million are recipients of public patie e. 

2. A 1958 study identified 60 percent, or 9.6 million, of the aged as 
having incomes of $1,000 or less, and 80 aay: or 12.8 million, as 
having incomes of $ $2,000 or less. 

These figures should be discounted, because they include situations 
where a wife has an income of less than $1,000 and the husband hasa 
substantial income, and because they include situations where other 
members of the family have substantial resources. Nevertheless, we 
are dealing with a group in our population which contains an un- 
aay large percentage of persons with very limited resources. 

A 1957-58 study shows that the average annual expenditures of 
this group for health and medical expenses was $177, not including 
nursing home care, as compared with $84 for the rest of the popula- 
tion. But it is important to note that 15 percent of the persons 65 and 
over, or 2.25 ae had total medical expenditures, on the average, 
of $700 per year, not including nursing home care. 

The cae for this group represented 60 percent of the total 
medical care expenditures of the aged. Since 1957, costs for medieal 

sare have increased at least 20 percent. Also, it should be noted that 
the high average expenditures for the aged is attributable to the faet 
that $6,000, for ex: umple, is a conservative estimate of total medical 
expenditures incurred by persons who are continuously ill for an 
entire year. 

4. According to the Health Insurance Association of America, ap- 
prosingateny 49 percent of the persons in this age group have some 

ind of health and medical insurance. 

But, only a comparatively small percentage of this group have 
policies that protect them against long-term illnesses. This is true 
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of those who are covered by group policies, as well as those who are 
covered by individual policies. There is a trend in the direction of 
extending beyond the retirement age provisions in group policies that 
cover major medical expenses. There is also a trend in the direction 
of making individual policies that cover major medical expenses 
available to persons 65 and over. These policies call for payment of 

remiums ranging from $60 to $130 a year per individual. They 
include deductible provisions ranging from $250 to $500. They ordi- 
narily establish annual or lifetime dollar ceilings on benefits. Most 
contain coinsurance provisions of 20 percent to 25 percent. 

It follows, therefore, that a large percentage of persons aged $5 and 
over do not have protection against long-term inaee and either 
cannot. obtain protection at rates they can afford to pay, or cannot . 
obtain adequate protection. 


PENDING LEGISLATIVE PROPOSALS 


There are several bills before this committee (S. 881, S. 1151, S. 
2915, and S. 3503) which would amend the Social Security Act to im- 
pose an additional payroll tax to finance hospitalization and other 
medical care benefits for persons eligible for old-age and survivors 
insurance benefits. 

In addition, the administration has outlined a proposal for a pro- 
gram of Federal-State matching grants to provide approximately 12 
million persons 65 and over who have limited resources with the 
opportunity of taking steps which, if taken, will enable them to co 
with the heavy economic burden of long-term or other expensive ill- 
nesses. 

As this committee undoubtedly knows, the executive branch has 
given careful consideration to proposals that have been made to deal 
with the health and medical expenses of the aged through the social 
security system. QOur reasons for rejecting this approach include the 
following : 

1. It is not pinpointed to the need. There are 4 million of the 16 
million in our aged population who are not covered by social security. 
Approximately one-half of these persons have incomes of $1,000 or 
less. 

At the same time there are many persons who are covered by 
social security who have no interest in and no need for the type of 
protection that would be afforded. 

2. We feel it would constitute a serious threat to the orderly develop- 
ment of present retirement, survivorship, and disability benefit fea- 
tures of the social security system. 

The payroll tax which finances the OASDI program is already 
scheduled to rise in 1969 to 4.5 percent each on employees and em- 
ployers (634 percent on self-employed )—a total of 9 percent of pay- 
rolls, 

Further liberalization in retirement, survivorship, and disability 
benefits will call for additional revenues. These revenues can only 
come from increases in the payroll tax or increases in the earnings 
base, or both. 

If health insurance is added to the social security system it will be 
even more difficult to predict where we will end up as far as the pay- 
roll tax is concerned. 
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Pending proposals would call for an addition of 1 percent to the 
tax. It is generally recognized that these proposals are inadequate 
when looked at from the point of view of taking care of the costg of 
long-term illnesses. Unquestionably, therefore, if health insurance 
becomes a part of the social security system, there will be insistent 
demands for improving the schedule of benefits. 

In addition, there will be insistent pressures for reducing or elimi- 
nating the age requirement. A combination of increased benefits with 
the lowering ue alimiailien of the age requirement could easily lead 
to an addition of 4 to 5 percent to the presently scheduled 9 percent 
rate. 

This increase plus the increase that will be required under the re- 
tirement, survivorship, and disability features of the program, could 
very well bring the payroll tax up to somewhere between 15 and 20 
percent. We believe it is unsound to assume that revenue possibili- 
ties from a payroll tax are limitless. 

We dacidied therefore that it was far better to reserve the payroll 
tax for the retirement, survivorship, and disability features of the 
social security system. 

Whatever the Government needs to do in the area of health care for 
the aged should be done by the appropriation of general revenues, 
This will safeguard the orderly development of the retirement, sur- 
vivorship, and disability features of the social security system. 

Moreover, taking into consideration that in the medical benefits 
area we are dealing with benefits that are not related to wages, the 
appropriation of general revenues will provide for a more equitable 
distribution of the fiscal load. A system of raising the Federal share 
of revenues that relies primarily on the use of the progressive income 
tax is fairer for health benefits than one that places one-half the bur- 
den on earnings of $4,800 or less. 

In other words, the use of the social security system for health in- 
surance purposes would give rise to some very serious problems, 
Once the step is taken it is irreversible and we would have to con- 
tinue to live with these problems. 

As I have indicated, the administration has developed a proposal 
that would help approximately 12 million persons who are over 65 
years of age and have limited resources to cope with the finaneial 
burdens of long-term or other expensive illness. 

We have developed this proposal in the belief that any program 
undertaken by the Federal Government in this area should meet the 
following tests: 

1. It should provide the individual with the opportunity of de 
ciding for himself whether or not he desires to be a participant in the 
program. 

2. It should make available a system of comprehensive health and 


medical benefits which provide adequate protection against the costs | 


of long-term and other expensive illnesses. 

3. It should make available all the benefits of the program to public 
assistance recipients at public expense. 

4. It should provide for some financial contribution on the part of 
those participants who are not on public assistance. 

5. It should provide private insurers with the opportunity of ex- 


panding their programs of extending health protection to the over-6) | 


age group. 
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> 6. It should provide for a Federal-State partnership in dealing 

= with the problem. | 

8 of We have developed a program that is consistent with these guide- 

i lines. We believe that if it is put into operation it will provide the 

= aged with the type of assistance they most need. We want to make 

eal it clear, however, that we will be glad to discuss any suggestions for 

— improvements that are consistent with the basic guidelines that I have 

nth just outlined. | 

ved Specifically, we have recommended that the Federal Government 

pent assist the States in establishing a program of medical benefits for 
the aged in accordance with the following specifications : 

— 1. Eligibility for participation in program: The program would 

” be open to all persons aged 65 and over who did not pay an income 

= tax in the preceding year and to taxpayers 65 and over whose adjusted 

bili- gross income, plus social security benefits, railroad retirement bene- 
fits, and veterans pensions, in the preceding year did not exceed $2,500 

roll ($3,800 for a couple). 

the 9. Eligibility for benefits: Persons eligible for participation in the 
program would be entitled to the benefits of the program if they had 

om paid an enrollment fee each year of $24 and after they had incurred 

ues, health and medical expenses of $250 ($400 for a couple). 

sur- 


Public assistance recipients would be entitled to the benefits of the 
program without paying the enrollment fee and with the States paying 


efits the initial $250 of expenses under the regular public assistance pro- 
the gram. 
able 3. Benefits: The program would pay 80 percent (100 percent for 
hare public assistance recipients) of the costs of the following compre- 
— hensive health and medical services for all participants who had es- 
bur. tablished their eligibility and if such services had been determined 
‘ to be medically necessary. 
. (a) Inpatient hospital services for not to exceed 180 days in any 
= enrollment year ; 
con- (b) Skilled nursing-home services, all of these others are un- 
limited, I might say. 

sal (ec) Physicians’ services ; 
r 6 (d) Outpatient hospital services; 
reial (e) Organized home health care services; 

(f) Private duty nursing services; 
le (g) Physical restorative services; 


(hk) Dental treatment: 
d (¢) Laboratory and X-ray services not in excess of $200 in any en- 
e rollment year ; and 


\ the (j) Prescribed drugs not in excess of $350 in any enrollment year. 

j 4. Optional benefits: Each State would provide that an aged per- 
ed son eligible for participation in the program could elect to purchase 
costs, 


from a private group a major medical expense insurance policy with 
bl; the understanding that 50 percent of the cost would be paid for him 
ublic from Federal-State matching funds up to a maximum of $60. 

The States would be responsible for establishing the minimum speci- 
fications for such policies in accordance with broad standards estab- 

lished by the Federal Government. 

i | _9. Continuation of eligibility: Once a person had qualified for par- 
Tr! | — ticipation in the program, he could maintain his eligibility by the pay- 


rt of 


j 
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ment of the annual fee. If his income rose above the figure specified 
for eligibility, his fee would be raised on a graduated basis for each 
$500 of increase in income until the fee covered the full per capita 
to the benefits made available to him. 

Administration: The program would be administered by the 
Sta ites, under State plans approved by the Secretary of He: alth, Ed- 
ucation, and Welfare. The State would be authorized to use appro- 
priate private organizations as agents. 

7. Financing: The governmental cost of the program would be 
financed by the Federal Government and the States on a matching 
basis. Federal matching would be 50 percent on the average w ith an 
equalization formula ranging from 3314 to 6624 percent for the Fed- 
eral share. 

8. Cost: Assuming that all States participate and that 80 percent 
of those who are eligible enroll for the program, it is estimated that 
the annual Federal-State cost of this plan would be 51.2 billion with 
the Federal share estimated at S600 million. There would be some 
reduction to the extent that persons eligible for participation im the 
plan elected to purchase insurance policies providing for the optional 
benefits. It is impossible to estimate the number of persons who would 
elect the opt ional benefits. 

On the other hand, however, it should be noted that increases in 
costs and increased utilization of facilities over and above that in- 
cluded in the cost estimates could lead to an increase in these estimates, 

Also, there would be some increase in Federal payments for public 
assistance. This increase might reach $100 million per year. 

The makeready cost during fiscal year 1960-61—ineluding grants 
to States to help them develop their programs—would be about $% 
million. The fiscal year 1961-62 cost would depend on many factors. 
We estimate that this would run in the neighborhood of $400 million— 
of which $200 million would be the Federal share. 

We believe that the plan which T have just described would achieve 
the following results: 

1. It would permit the individual to decide for himself whether 
or not he will participate in the program. 

2. It would preserve the opportunity for private insurers to con- 
tinue to demonstrate their ability to develop major medical expense 
programs for the aged. 

3. It would divide the cost equitably among the entire propulation 
by providing for financing the Federal share out of general revenues, 
contrasted with a payroll tax that places half the burden on earnings 
of less than $4,800. 

4. It would provide a wide range of benefits without placing a pre 
mium on institutional care as opposed to alternative lower-cost serv- 
ices. Thus, it would facilitate the most effective and economical use 
of ane ible medical facilities and services. 

It would provide a built-in incentive for judicious use of health 
fac ‘lities and services by requiring the individual (other than public 
assistance recipients) to share in the cost above the deductible of $250. 

Most important, however, the program is designed to pin-point the 
area of greatest need, namely, the large number of persons over 65 
who do not have the resources or the opportunity to obtain adequate 
protection against the staggering financial burdens of long-term ill- 
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ness. This is the most serious problem in financing health care for the 
aged. 

“The administration’s proposal would guarantee comprehensive 
health and medical services to all aged public assistancé recipients in 
States that avail themselves of the program. 

Benefits would be available to all persons in the lower income 
brackets, regardless of whether they happen to be covered by social 
security. Individual eligibility to participate in the program would 
be determined by a simple income test, without subjecting the indi- 
vidual toa detailed and involved means test. 

In summary, we believe that our program for helping the aged 
obtain protection against the costs of long-term or other expensive 
illness will concentrate governmental assistance in such a manner as to 
provide the most effective and most responsible use of Federal and 
State funds. We believe this program represents a practical solution 
toa pressing human problem. 

(The following tables were submitted by Secretary Flemming for 
the record. ) 

ESTIMATED FEDERAL AND STATE-LOcCAL EXPENDITURES AS A RESULT OF MEDICARE 


PROGRAM FOR THE AGED, RY STATE, IF ALI. STATES PARTICIPATE, AS OF JANUARY 
1960 


TABLE 1 Population aged 65 and over: Estimated total and number cligible and 
participating under medicare program for the aged, as of Jan. 1, 1960 


In 1 I 
Under medicare program 
I ged Participants 
sfaf ; 
Eligible Now 
Total receiving Others ¢ 
old-age 

issistance 
U.S. tota 7H 12. 500 1, 970 2, 400 7, 570 
Alabama 2M) 223 192 99 93 
Alaska f 4 3 l 2 
Arizona ms) 0 is 14 34 
Arkansas 190 158 132 5 76 
California 1. 29%) 1.001 S| 258 557 
Colorado 14 125 105 47 58 
Connecticut 234 18 143 15 128 
Delaware 34 2 a I 19 
District of Columbia 60 $8 20 3 26 
Florida 4K 385 306 70 236 
Georgia 27 233 lag QS 101 
Hawaii %) 21 16 l 15 
Idaho 5S 46; 36; 7 29 
Illinois O37 708 548 76 472 
Indiana 435 $41 263 29 234 
Iowa {25 236) 186 35 151 
Kansas 235 172 136 29 107 
Kentucky 978 20% 185 57 128 
Louisiana 213 4 184 125 59 
Maine 105 &7 68 12 56 
Maryland 205 145 111 10 101 
Massachusetts 520 1% 358 81 277 
Michigan 617 4 304 63 331 
Minnesota 348 250 206 48 158 
Mississippi 175 16 145 81 64 
Missouri 472 393 $24 118 206 
Montana 65 49 39 7 32 
Nebraska 155 114 8Y 15 74 
Nevada 17 12 10 3 7 
New Hy ampshir« 68 52 1“) 5, 35 
New Jersey f 522 416 317 19 289 


See footnotes at end of table 
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TABLE 1.—Population aged 65 and over: Estimated total and number « ligible and 
participating under medicare program for the aged, as of Jan. 1, 1960—Coyn 


{In thousands] 








i 
Under medicare program 
~ 
Total aged | Participants 
State 65 and 
over | 
| Eligible | Now 
| Total receiving | Others: 
| | old-age 
| | assistance * 
New Mexico | 45 ‘ | 2y ll |} 1 
New York 1, 585 a O41 MM 857 
North Carolina. 292 188 49 139 
North Dakota 5) 33 7 6 
Ohio SO) 7 2 &Y 4% 
Oklahoma 232 201 173 91 ® 
Oregon 185 145 113 17 % 
Pennsylvania 1, O82 829 634 50) 5M 
Rhode Island SA 73 5 7 %) 
South Carolina 150 115 5 33 @ 
South Dakota 7 52 41 } Ft 
rennessec . 2s 223 181] O 128 
Texas ARI 5H i790 993 2% 
Utah 57 45 it s a 
Vermont 44 5 27 f 2 
Virginia 267 187 144 15 129 
Washington 267 225 18] of 131 
West Virginia 172 135 104 2) v 
Wisconsin $s $11 242 36 vt 
W yoming es 27 1s 14 3 | 
Puerto Rico 125 Ws SI 40 4 
Virgin Islands 2 l l I 
rhe State distrib tion of the aged population as of Jan. 1, 1969, was estimated by the D yn of Program 
Research, based on Census Bureau estimates of the distribution by State In 1, 1958, adjusted by the 
lifferential changes in the Census Bureau estimate {the aged population bet lu 1, 1957, and July! 
1958 Census Burean reports, series P-25, Nos. 194 and 214 
It is assumed that the 12.5 mil n aged estimated to be eligible would be tributed by State in the same 
manner as the unduplicated number receiving OASIT or old-age tar 1-1959 
For December 1959 
. It is assumed that 75 pe recent ot the non old we-a tance eligible \ } rt I 


Less than 500 


TABLE 2.—Medicare program: Total estimated annual capenditures* by State, 
if all States participate, as of Jan. 1, 1960 


Enroll- 
Tot mounts for iret fur ment fees 
State paid by 
Tota partici- 
Present State pants 
OAA Other Fe 
' pients 
U.S. total... $1, 229. 7 $436. 5 $793. 2 S$H2 $627. 2 $i8l.7 
Alabama ro 23. 5 14.9 Rf 15. ¢ 7.9 2.2 
Alaska 5 2 3 2 : 
Arizona RI 3 ; 4.3 2. 5 8 
Arkansas 14.4 y f 6 ~ 1.8 
California 125, 2 3.9 71.3 4 ~ 13.4 
Colorado 13.5 7.7 58 7. f 4 
Connecticut 21.6 1.4 17.2 2 14.4 3.1 
Delaware 2.4 2 29 8 1. f 5 
District of Columbia : 3.7 6 3.1 1.4 2.3 f 
Florida 35.8 11.7 24 7 16.1 7 
Georgia a 24.5 15.0 9 15. 7 a ® 24 
Hawaii-. ve 1.7 2 1 } s ‘ 
Idaho 4.3 1,2 3.1 2. 1.8 i 
Illinois 65. 0 12.6 | 52.4 25.7 39.3 1.3 
Indiana ; ; 28. 4 1.8 23. 6 14.1 14.3 | 5.6 


See footnotes at end of table 
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Taste 2.—Medicare program: Total estimated annwal expenditures’ by State, 
if all States participate, as of Jan. 1, 1960—Continued 


{In millions] 








et lags a lantineiiidintntiizaiadin 
| 
Governmental expenditures | 
| Enroll- 
| | Totalamountsfor—} Source offunds | ment fees 
State ; } | paid by 
Total | | particl- 
| Present State- pants 
| OAA | Others | Federal?) local ? 
lrecipients| | 
| | | 
pa | 
ae 17.9 4.9 | 13.0 10. 2 | 7.7 | 3.6 
Kansas... | 13.1 | 4.0 | 9.1 7.3 | 5.8 | 2.6 
Kentucky. wed 21.9 9.2 12.7 14.5 | 7.4 | 3.1 
Louisiana.......----- 23.0 17.9 5.1 14.4 8.6 1.4 
Maine ‘ 7.3 | 1.9 | 5.4 | 4.2 3.1 | 1.3 
Maryland — 12.2 1.7 10.5 5.7 6.5 2.4 
Massachusetts 62.7 27.5 35. 2 27.1 | 35. 6 | 6.6 
Michigan - - .. - 52.9 12.5 40.4 23. 8 | 29.1 7.9 
Minnesota. .... 31.8 15.2 16. 6 7.3 | 14.5 3.8 
Mississippi 16. 1 10.9 5.2 10.8 5.3 15 
Missouri. ....-.-- . 36.7 17.7 19.0 19.0 17.7 | 4.9 
Montana ° 4.2 1.1 3.1 2.2 2.0 8 
Nebraska - . 8.5 2.1 6.4 4.9 | 3.6 1.8 
Nevada... .. 1.3 5 s 5 | 8 | 2 
New Hampshire 5.2 1.6 3.6 2.8 2.4 ny 
New Jersey. 35. 2 4.2 31.0 13. 5 | 21.7 7.2 
New Mexico 3.6 1.8 1.8 | 2.2 1.4 | 4 
New York 125. 3 30.2 95.1 46.8 78.5 20. 6 
North Carolina 18.0 6.6 11.4 12.0 6.0 | 3.3 
North Dakota 3.7 1.6 2.1 2.3 1.4} 6 
Ohio. 63. 3 15.8 47.5 28. 1 35. 2 10. 5 
Oklahoma 20.1 13. ( 7 12.0 | 8.1 | 2.0 
Oregon . _. 14.6 3.3 11.3 7.5} 7.1 2.3 
Pennsylvania 60. 0 7.4 52. 6 29.1 30.9 | 14.0 
Rhode Island 7.9 l 6 3.8 4.1 54 
South Carolina 8.4 3.9 4.5 5.6 2.8 | 1.5 
South Dakota 3.8 1.2 2.6 2.5 1.3 |} s 
Tennessee 19. 5 8.3 11.2 12.9 6.6 |} 3.0 
Texas... 64.5 37.9 26. 6 36. 2 28. 3 6.1 
Utah. .... 4.1 1.3 2.8 2.4 1.7 7 
Vermont 3.2 1.0 2.2 | 1.9 1.3 5 
Virginia 13.1 2.1 11.0 7.6 5.5 3.1 
Washington 27.2 10. 4 16.8 12.8 14.4 3.1 
West Virginia 10. 2 2.8 7.4 6.5 3.7 2.1 
Wisconsin... . 31.2 11.6 19.6 16.4 14.8 4.9 
Wyoming ; 1.6 5 1.1 9 ye 3 
Puerto Rico 6.0 3.7 2.3 4.0 2.0 1.0 
Virgin Islands l l : l (3) 3) 


Cost of benefits——-8) percent of costs of specified services (100 percent for OAA recipients) above $250 a 
year—and cost of administration. State per capita costs varied from national average on basis of variations 
in average State per diem costs of care in non-Federal general and special hospitals, 1959. 

? Federal share varies among States from 3344 percent to 6634 percent on the basis of variations in State 
per capita income 
} Less than $50,000 
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TABLE 3.—Annual medical care expenditures for OAA recipients under medicare 
proposal, if all States participate, and present annual expenditures under OAA 
program, as of January 1, 1960 

{In millions! 











mamas = an seas oa ad : —— a 
Total expenditures under medicare | Present OAA 
proposal expendi. _ 
. pitta sriathscatileetianiesapoapiatic ; ‘ tures—vend, 
State Combined ! and money’ 
ombinec aym 
total— Medi- Medicare OAA eee 
care program program | program services 
and OAA! 
“a 
U.S. total ‘ $856. 0 $436. 5 $419. 5 $364, 5 
i) 
Alabama. o== 30.8 | 14.9 | 15.9 5.6 
Alaska : 5 a 3 
Arizona... Ke 4 4.8 2.3 | 2.5 wre 
Arkansas 7 16.2 7.9 | 8.3 37 
California 111.0 53.9 | 57.1 29 
Colorado. —_ | 15.9 | Me 8.2 &6 
Connecticut... _ | 7.8 14 | 3.4 1.8 
Delaware 5 | 2 3 Oe sus 
District of Columbia. 1.3 6 7 3 
Florida... 24.1 | 11.7 12.4 BA 
Georgia 30.8 15.0 15.8 12 
Hawaii-_-.-_-- 5 2 | 3 | Jl 
Idaho -. 2.6 | 1.2 1.4] 5 
Illinois ‘ ‘ 27.2 12.6 14.6 7.2 
Indiana -_----- 9.8 | 4.8 | 5.0 79 
Iowa. | 10.1 | 4.9 | 5.2 27 
Kansas-. 8.3 4.0 | 1.3 64 
Kentucky -- 18.9 9.2 9.7 3 
Louisiana -- ‘ 36.8 | 17.9 18.9 &6 
Maine | 3.9 1.9 2.0 20 
Maryland. = 3.4 | 1.7 1.7 | L4 
Massachusetts ‘ | 45.3 | 27 | 17.8 45.2 
Michigan 25. 8 | 12 13.3 | 05 
Minnesota ‘ 23.9 | 15.2 8.7 | 28 
Mississippi 22.3 | 10.9 11.4 | ote 
Missouri__. . | 36.4 17.7 18.7 a! 
Montana e | 2.3 1.1 1.2 l 
Nebraska el 1.4] 2.1 2.3 | 43 
Nevada | 1.0 5 | 3 
New Hampshire 2. § 1.6 | ) 25 
New Jersey 7.6 4.2 3.4 | 7.6 
New Mexico 3.7 1.8 1.9 | L4 
New York . ; 46.4 30.2 16. 2 46.5 
North Carolina 13.6 6.6 | 7 0 20 
North Dakota y6 | 1.6 1.0 7 
Ohio . 32.7 15.8 16.9 14.3 
Oklahoma 26.7 13.0 13.7 11.9 
Oregon j 6.8 | 3.3 3.5 5.6 
Pennsylvania | 15.3 |} 7.4 | 7.9 66 
Rhode Island 3.0 | 1.5 1.5 Lo 
South Carolina a | at. 3.9 4.2 | 5 
South Dakota ‘ 2. 5 1.2 1.3 | (2) 
Tennessee 17.1 8.3 5.5 | L4 
Texas 73.0 | 37.9 40.1 | a7 
Utah 2.7 | 1.3 1.4 6 
Vermont 2.0 1.0 1.0 3 
Virginia 4.3 2.1 2.2 L7 
Washington 21.5 10.4 11.1 16.4 
West Virginia 5.8 2.8 3.0 L7 
Wisconsin 17.5 11.6 5.9 | 17.5 
W yoming 1.1 | 5 6 4 
Puerto Rico 7.6 3.7 —_ 
Virgin Islands 2 I l (?) 








! Includes medicare program expenditures for costs above $250 and public assistance program expenditures 
for costs up to $250 for an individual in a year 
2 Less than $50,000. 
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'dicare Taste 4.—Change in annual expenditures for medical care for OAA recipients 
rOAA as a result of medicare proposal compared with present total assistance ea- 

penditures under OAA program, if all States participate in medicare, as of 
Jan. 1, 1960 





























| {In millions} 
ent OAA 
aie Total combined change re- | Change in OAA expenditures 
ee — — pro- resulting from medicare pro- 
tw in Leone nth icare and OAA posal 
edical State 
vices neat 
Total Federal State- Total Federal State- 
local local 
ss) OO OO OOOO On — nen —Reaeaae_eeeeeee 
4B U.S. total......-. paaphtinaqweendmiliies $491.5 $290. 4 $201.1 $55.0 $65. 5 —$10. 5 
<a Ph cnidiebeonkeitieuphwettnannwns ™s - 8.6 | 10.3 a! 3.6 
sess COTE AE AAI TNR . 4 3 3 
37 Arizona nee Cael oa aos 4.8 1.6 3.1 2.5 3 2.1 
a9 a a a 12.5 8.3 | 4.2 4.6 3.0 1.6 
46 SD nieetennocnnnonecenonencrrens 82. 2 20. 2 62.0 WSs 28.3 
Ps 7.8 Lg Fe ee 7.4 4.0 3.4 eae Be oa al = 3 
EL c cthencontestuasecandswnes . =. 1.5 —14 mwh@ liwevaswene —4.3 
3 ee 4 2 | 2 12 vi 1 
. District of Columbia.................... .0 om 8 4 (*) .4 
i | eR a ile in cath s etiatis demic ate diamant 20. 6 11.7 8.9 8.9 5.3 3.6 
. a naciine wel aa 29.7 19. 1 10.5 | 14.7 9.5 5.1 
5 | Re Si bh imainatiieds uel 7 as 2 | ; 1 ‘ 
= ee 21 7 1.4 | ao a 9 
¥e se he eine eb monte : 2.6 —2.6 —12.6 —2.4 —10.2 
a7 Indiana... 1.9 9 | 9 —2.9 —1.5 —1.5 
a4 | ee 7.4 2.8 | 4.6 | 2.5 2.5 
ao | Kansas... ai 1.9 2.2 | we a eee —2.1 
6 Kentucky-..-. a a aga all 18.3 12.0 6.3 | 9.1 5.9 3.2 
20 Louisiana... ‘ aia ied 28.2 11,2 7.0 | 10.3 |.. 10.3 
L4 eae 1.9 | 11 | 3| @ “eo o- 
45,2 MATRA Rte SS 2.0 1.0 | 1.1 | 3 | 2 2. 
9.5 Massachusetts i ia | | 11.9 —11.9 pe Th Wat ated —27.5 
as Michigan ‘ | 16.2 | 5.6 10. 6 3.7 ange 3.7 
cones Minnesota vuaune 5 | ea 6.9 —6.8 —15, 1 —1.4 —13.7 
a1 Mississippi... ...-- 22.3 | 14.8 7.6 11.4 | 7.5 4.0 
l Missouri. Eas 27.3 | 14.3 13.0 | 9.6 | 5.1 4.5 
43 Montana 2.2 op 1.5 1.1 1 1.0 
4 Nebraska. 5 ~,4 —2.1| -7 o§t 
25 Ne ada ; 9 2 5 “2 | eneannil “2 
7.6 New Hampshire 6 —.6 | —1.6 | —.3 —1.3 
L4 New Jersey i : 1.6 —1.6 | —4,2 |_....-.. —4.2 
46.5 New Mexico... _- ; 2.3 11 1.2 | se leneasiGon 5 
a0 New York 1.3] —211.4] 30.3 |... | 30.3 
7 North Carolina. : 10. 6 | 7.0 3. 6 | 4.0 | 2.6 1.4 
15.3 North Dakota. 1.0 = 6¢ ae. fers —1,7 
11.9 Ohio 17.4 7.0 10.4 ee oa 1.6 
5.6 Oklahoma... : 14.9 | 7.8 7.1 | 1.9 .| 1.9 
66 Oregon 1.2 1.7 -.5) —21) —2,1 
Lo Pennsylvania 8.7 | 3.6 5.1 1.3 1.3 
§ Rhode Island 11 7 4 A len oan —.4 
(?) South Carolina... 7.2 4.8 2.5 3.3 2.2 1.3 
L4 South Dakota 2.4 | 1.1 | 1.3 | 1.2 | 3 9 
= Tennessee 15.7 | 10. 3 | 5.4 | 7.4 | 4.8 2.6 
* aa “eine 69.3 | 40.6 | 28.7 | 31. 4 | 19.3 | 12.1 
: ah 2.1 8 1.3 <a Ronco a 
L7 Ve ) >} j ) 7 ‘ 
16.8 Virginia. ; 2 7 "6 1 i “4 3 
Li Washington 4.8 4.9 | —.1 a —5.6 
17.5 West Virginia 4.1 | 2.6 1.4 1.3 8 4 
‘S| = Wisconsin... ..-._- 3.4 —3.4 —11.6 —2.7 —8.9 
~sn00e } Wyoming 6 | 3 a an 2 
(?) Puerto Rico 7.6 2.5 | 5.1 3.9 cael 3.9 
i Virgin Islands. .. ‘ 2) sa (') ot (*) (4) 
aaa | as. tad i:,~iiehensthedaN cuban ecmgeil 
1 Less than $50,000. 
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Taste 5.—Total combined annual governmental expenditures under medicare and 
OAA programs for all participants aged 65 and over and resulting increase, by 
source of funds, over present total assistance expenditures for OAA recipients, 
if all States participate in Medicare, as of Jan, 1, 1960 


{Amounts in millions] 





State 


United States __ 


Alabama. ....-- 
Alaska 

Arizona 
Arkansas 
California 
Colorado 


Connecticut........-.- 


Delaware... .. ; 
District of Columbia 


BeMMois. . .5405.s000.. 
Indiana - _..- 

Iowa 

Kansas 


Kentucky ea ieliaie | s% 


Louisiana 
Maine 


Maryland.........._.--. 
Massachusetts... ....- 
Michigan.............. 


Minnesota..........- 


Mississippi_...-.-.-- dies 


Missouri 


Montana_..........-.-- 
Nebraska......s...-... 


Nevada 


New Hampshire. ..............-...-- 


New Jersey...........- 
New Mexico........<....---... 
DOG BF O0iisssscccks«.<- 
North Carolina........ 
North Dakota......-.- 


Ohio 





Oregon _____... 
Pennsylvania... 


Rhode Island.......... : 
South Carolina__..._.. 


South Dakota. -_-_.........--- 


Tenmessee............. 


ec nniiiidudicces 


IR, cd sn ncn dohincndccok 


West Virginia........ 
_ 


Wyoming 
Puerto Rico 
Virgin Islands... 


Combined 
expendi- 
tures for 
persons 
aged 65 

and over— 

Medicare 
and OAA 
programs 
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OA OO Bo cHto os 


37. 





te 
5 we 
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Resulting increase over present total assistance 
expenditures for OAA recipients 


Toral 
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State-local 
| Percent of 
1958 ex- 
Amount | penditures 
from State- 
local funds* 
Lf ae 
$616. 7 L5 
' 
1.5 25 
5 () 
4.6 16 
6.4 | 2.7 
106. 6 | 24 
6.2 | L4 
10.1 13 
1.7 1.3 
2.7 | 14 
19.7 | 1.9 
13.9 | 21 
OF 
2.7 | 2.0 
29.1 | 1.2 
12.8 | L4 
10.2 | 17 
3.7 | a 
10. 6 | 2.5 
18.9 23 
3.1 | LT 
6.7 | 1.0 
8.1 | 6 
32. 8 | 1.6 
5 | l 
9.3 | 23 
22. 2 | 31 
3.0 1.8 
2.3 8 
1.0 1.2 
11 | 4 
17.5 | 1.3 
1.9 | LI 
48.2 | 4 
7.4 | LI 
—.3 | -.2 
36. 8 | 18 
10.0 | 21 
5.0 | 1.1 
32. 2 | L5 
3.7 | 21 
4.0 | 12 
2.2 | 5 
9.2 | L7 
40.4 | 22 
2.5 | 1.3 
1.5 Lb 
5.7 | J 
8.8 ut 
4.1 | Lé 
5.9 J 
wo ! 
5.9 (?) 
(3) () 





1 Total expenditures from own funds, exclusive of revenues from the Federal Government, insurane 


trust expenditures and business enterprise expenditures. 


of Alaska, Hawaii, Puerto Rico, and the Virgin Islands. ; 
2 Data on 1958 expenditures from State-local funds not available, 


§ Less than $50,000. 


Percent for United States calculated exclusive 
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Taste 6.—Estimated tawable earnings of workers covered under the old-age, 
survivors and disability insurance program in 1960, and amounts obtained by 
applying specified percentages to these earnings, by State* 


[In millions} 


ee ’ 























Taxable earnings 1 percent | 4 percent 

a: _| of taxable | of taxable 

| wages plus | wages plus 

State | 34 percent percent 

| Total | Wagesand| self-em- | of self-em- | of self-em- 

| | salaries | ployment | ployment | ployment 

| income income 

i 

—— | (———— etneennttatatete 
NS 21 So ii else subabbons | $210,000 | $188, 000 $22,000 | $2, 045.0 $1, 022. 5 
pr a ere errr mee Tee 
lp IER ROAD delat D 2, 389 | 2, 133 256 | 23.2 | 11.6 
CT, ot. s gaol Sasa 202 | 187 15 2.0 Lo 
‘Arizona... coee 1, 094 | 984 | 110 10.6 5.2 
PES es se 1,003 | 794 | 209 9.5 4.8 
i 3 . 18, 826 | 16, 921 | 1, 905 183. 5 91.8 
Colorado..-.----- 1,616 | 1, 361 255 15.5 7.3 
S15 5k4.dnannbthudssohanewe 3,677 | 3, 303 284 36.0 | 18.0 
EE cba chuuanndacandnsbebnanetl 614 | 572 | 42 | 6.0 3.0 
Distriet of Columbia. ................- | NT | 912 | 55 9.5 | 4.8 
ei laa sa tak ncaa 3, 855 | 3, 363 492 37.3 18.6 
TE aigssoncacsakinsesavtnie ae 3, 135 | 2,810 | 325 | 30.5 15.2 
Ee ccccnss socials wa vance 521 | 470 51 | 5.1 2.6 
Es cpanewce agiieaite ain 633 | 490 | 143 | 6.0 3.0 
BE b wcigeeuseseecee sucochintbeceneeoube 12, 393 | 10, 972 | 1, 421 120. 4 60. 2 
ee ts i inemsogwepescnaatedemeiigie 8, 548 | 7,923 | 625 | 83.9 42.0 
Jowsa....--- 2, 901 2, 028 873 | 26.8 13.4 
Des etectrenes 2, 154 1, 722 | 432 | 20.4 10.2 
ET indewonoccnn 2,179 | 1, 821 358 20.9 10.4 
Louisiana. .....- jkccoccnedsnatekdesdt 170 | 1,918 252 21.1 | 10.6 
So ea oa ee eases 920 | 815 | 105 9.0 | 4.5 
Maryland. . bbbocd cnc sbebeoeses seuss ~~} 3,111 2, 830 | 281 30.4 | 15,2 
Massachusetts... - ; ie _ 6, 448 5, 975 | 473 63.3 31.6 
Michigan........-- ee ‘ 10, 204 9, 535 759 101.1 | 50.6 
Minnesota ..... secvocnin pebeunnass . 3, 499 | 2, 855 | O44 33. 4 16.7 
Mississippi a pduibdpunbasbane sania 1, 164 | 997 157 | 11.3 | 5.6 
i es). 6 i tesnan bs amumbibtwadutitl 4,954 | 4, 304 660 48.0 24.0 
doen cbinninnsbananpeinntante 684 | 527 157 | 6.5 3.2 
NNT en cuelaay 1, 483 | 1,051 | 432 | 13.7 6.8 
RT. tiemnentibbuacsoimidhbeaieuint’ 354 318 36 | 3.5 1.8 
IO ven cacn coapectecousensuses 675 608 7 6.6 | 3.3 
Th adcdswndbccneehbeceebtintcun | 7, 765 7,078 | 687 | 76.0 | 38.0 
EE a 676 | 575 95 | 6.5 | 3.2 
New York.....-- hs Modes 27, 137 | 25, 108 2, 029 266.3 | 133. 2 
NN 6. adhe aaekdbeatnne 3, 525 3, 064 461 34.1 17.0 
North Dakota_.......... A ae 556 323 233 4.9 | 2.4 
EE Re cieninohadunbiidie duit | 12, 736 | 11, 752 usd 124.9 62.4 
Oklahoma... _...... as atgutinediicimaesa tel 2, 091 1, 738 353 20.0 | 10.0 
| ‘ iekectadias ! 2, 025 1, 763 262 19.6 | 0.8 
Pennsylvania... coccocceniinnl 14, 939 13, 704 | 1, 235 | 146. 3 | 73.2 
Rhode Island____. 1, 092 1,010 2 10.7 | 5.4 
NR sc cnnandcbossbecsanee wie 1, 726 1, 552 174 | 16,8 | 8.4 
South Dakota..... be ; 580 336 244 5.2 2.6 
Tennessee... _. bividnipia h-aieaa hae . 2, 847 2, 502 345 27.6 | 13.8 
ete 5 4cno<. eas nienenineianbeanenainl 8, 771 7, 614 | 1, 157 | $4.8 | 42.4 
a —- sae ; S48 749 | 99 | 8.2 | 4.1 
Vermont. . .. 411 | 358 53 4.0 | 2.0 
Virginia 3. 104 2, 786 318 |} 30. 3 } 15. 1 
Washington 3, 418 3, 033 385 | 33. 2 | 16.6 
West Virginia 1, 544 1,415 | 129 | 15.2 | 7.6 
Wisconsin - 4, 805 4, 148 657 46.4 | 23.2 
Wyoming 319 255 | 64 3.1 1.6 
Puerto Rico 560 503 | 57 5.4 2.7 
Virgin Islands. 19 18 1 2 1 
Armed Forces 6, 000 6.000 0.0 30.0 
Instrumentalities 3 26 26 3 pl 





' Preliminary; State represents place where workers are employed (with the exception of Armed Forces 
and instrumentalities shown separately). 

Includes earnings of employees in the Canal Zone and outside the United States, not shown separately. 

Represents instrumentalities operated by 2 or more States, such as bridges, waterways, tunnels, oil 
conservation operations, etc. 


Source: U.S. Department of Health, Education, and Welfare, Social Security Administration, Bureau of 
Old-Age and Survivors Insurance, Division of Program Analysis, May 9, 1960. 
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The CHarrman. Mr. Flemming, as I understand your statement, 
i plan is not a substitute for the House bill but is to supplement the 

ouse bill. 

Secretary Fremmrnc. That is correct, Mr. Chairman. As I indi- 
cated in my opening statement, the first part of my opening state- 
ment, we favor the title VI of the House bill. 

The CuHarrMan. You say it is desirable and, while there is some 
question whether the provisions in the bill would produce the intended 
results, it is probably worth trying. That is a kind of left-handed 
endorsement, is it not? 

Secretary Ftemmine. Mr, Chairman, that does not refer to title VI, 
That part of my statement refers to a proposal that was entered in 
the present title II dealing with old age assistance, which is designed 
to provide an incentive to the States to step up their medical care 
program for those who are covered by old age assistance. 

What follows, you will notice right after that, I talk about title VI, 
which is the provision in the House bill which establishes a new 
Federal-State grant-in-aid program. 

I say: 

In view of the fact that this title would put States that take advantage of 
it in a better position to deal with illnesses incurred by low income aged per- 
sons, we favor its inclusion in the bill. 

In other words, that is a flat statement of approval. 

The Carman. Does the administration favor the House bill in 
toto’ 

Secretary Ftemminc. Yes, Mr. Chairman. 

The Cuarrman. Do you disagree with any part of the House bill! 

Secretary Ftemminea. No, Mr. Chairman; there is none. 

The Cuarrman. Your purpose then is to supplement the House 
bill—if the figures I have are correct, the House bill would cost the 
Federal Government $175 million a year, and will cost the States 
$164 million a year, aggregating $339 million. Your supplement, 
supplemental legislation, will cost $700 million to the Federal Gov- 
ernment, and $675 million to the States, making a total cost of 
$1,700 million. Are those figures correct ? 

Secretary Ftemmine. Mr. Chairman, those figures are substantially 
correct. I should qualify them in this way: If the proposal that we 
have made should be put into effect, there would be some overlapping 
between that and title VI, and that would have the effect of reducing 
your overall total by some really unknown amount. I couldn't esti- 
mate just what the overlapping would be. I don’t think we have 
made any estimate along that line but there would be some reduction. 

The Cuatrman. The figures I have read are your own figures taken 
from your own statement. 

Secretary Fiemmina. That is right. As I say, they were figures 
presented first for the program that I just outlined to you. 

The Cuarrman. What you propose to do is to add to the total cost, 
Federal and State $1,400 million, to the $339 million as proposed in 
the House bill, is that correct ? 

Secretary FLemmine. Just one moment. We propose to add to the 
$339 million 
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The CuarrMan. Your proposal will cost the Federal Government 
and the States $1,400 million in addition to the House bill, which 
costs around $300 million. That makes a total cost of $1,700 million. 

Secretary Fiemminec. Mr. Chairman, we estimated that the cost 
of our proposal would be $1.2 billion, and then added to that $100 
million, because of a stepup in public assistance payments making a 
total of a billion three hundred million. That was our estimate of 
the total cost of our program. 

The CHAIRMAN. Take a billion three. 

Secretary Fiemmuine. That is right. 

The Cuarrman. And add to it $339 million as proposed under the 
House bill. 

Secretary Ftemmine. That’s right; that would give you a billion 
six hundred and thirty-nine. And as I indicate there would probably 
be some overlapping there so that we could, I think, round that figure 
out at a billion six. 

The CuarrMANn. Does the administration favor an increase to the 
extent of one billion three above the House bill, does the Budget 
Director favor it ? 

Secretary FLemmine. Mr. Chairman, as I know you appreciate, the 
billion three represents the total Federal-State costs. 

The Cuarrman. I understand that but in order to pay—wait 1 
minute. 

Secretary FLemminea. Yes. 

The Cuatrman. In order to avail themselves, the States in order 
to avail themselves, they will have to increase their taxes. 

Secretary FLemmineG. That is correct. 

The CHarrMan. $800-some-million ; that is correct, is it not? 

Secretary FLemmine. Approximately, that is right. 

The Cuarrman. Then the Federal Government must get $800 mil- 
lion from some source. 

Secretary FLemminea. That is correct. 

The CuarrMan. That must come from current tax revenue or from 
borrowing. There is this talk about a 1961 surplus which, in my 
judgment, has no basis in fact. This money has got to be either bor- 
rowed funds or current. tax revenue. Does the administration, or the 
Budget Director, approve this proposal ? 

Secretary FLemmine. The plan which I have just outlined to you 
is the plan that I outlined to the House Ways and Means Committee 
with the complete support of the administration. 

The Cuarrman. Did the Budget Director approve it ? 

Secretary Fremmine. Well, he testified to that effect before the 
House Ways and Means Committee. 

The Cuatrman. Did he affirmatively approve it.or not? 

Secretary Fiemminc. Well, of course, he can be the best witness 
onthat. All I know is that when I presented it to the Ways and Means 
Committee I had the complete support of the administration in pre- 
senting it. 

The Cuarrman. Does that include the Budget Director? 

_ Secretary Ftemmine. The Budget Director is a part of the admin- 
istration, Mr. Chairman. 

The Cuarrman. Has he affirmatively approved it? 
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Secretary Fremmine. Mr. Chairman, he testified before the Ways 
and Means Committee and I don’t want to interpret his testimony, Jt 
is available and should be read. 

The Cuarmman, But you said it has the complete approval of al] 
the administration, beginning with the President and running down; 
is that correct ? 

Secretary Firemmine. Mr. Chairman, when I talk about the ap. 
proval of the administration, of course, I would not come up and 
present a program of that kind without the approval of the President 
of the United States, and he is the only person who can set adminis. 
tration policy. No one else can set it. 

The CuatrmMan. Has the Budget Director affirmatively approved 
it? [Laughter.] That isa fair question. 

Secretary Fiemmine. I can only testify 

The Cuarrman. The Budget Director represents the administration 
in matters of expenditures does he not ? 

Secretary Fiemmine. The President represents the administration, 
and the President 

The Cuarrman. Do you want us to call the President down here be- 
fore the committee ? 

Secretary Fremaaune. Well, Mr. Chairman, I would not have pre- 
sented the program to the House Ways and Means Committee without 
the approval of the President of the United States. 

The Cuatrman. I have asked you a simple question—— 

Secretary FLemuine. That is the administration. 

The CHatrman. I have asked you a simple question: Does the 
Budget Director affirmatively approve this increase in expenditures! 

Secretary Ftemauna. I cannot testify for the Budget Director, Mr. 
Chairman, and I don’t think it is fair to ask me to do it. 

The Cuarrman. He has testified at different times and you have 
talked to him, have you not ? 

Secretary Fiemmine. I don’t think it is fair for me to interpret the 
views of the Budget Director. He testified before the Ways aa Means 
Committee. I was not there. I have not read it but I am sure the 
Ways and Means Committee will make it available to this com- 
mittee. 

The Cuarrman. Have you ever discussed it with the Budget Di- 
rector ? 

Secretary Ftemmine. There were a lot of discussions on this. 

The Cuarrman. Did he approve it? 

Secretary Fiemmine. I am not in a position to speak for him. 

The Cuamrman, Why is there any secrecy about what the Budget 
Director says? 
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Secretary Fieaminc. I am not in a position to speak for the 


Budget Director. I can only speak for myself and for the position of 
the administration. 

The CuarrMan. Do you have a list showing the burden that is going 
to fall upon the States under your proposal ? 

Secretary FLemmine. Pardon me? 

The Cuarrman. Do you have a list showing what each State will 
have to raise in the form of taxes to meet the provisions of your 
proposal ? 
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Secretary Fiemmine. Just one moment. I have a table here which 
Ithink covers the point which you have in mind. 

The CuatrMAN. I want to say you are the first witness we have 
had before this committee who has not, been willing to say “Yes” or 
“No” on how the Budget Director stands. We shall be forced to call 
the Budget Director and get that information direct from him. 

Secretary Fitemmine. Well, Mr. Chairman, I certainly don’t want 
to be in a position of not cooperating with you on a matter of this 


type. 
Whe Cuarrman. Mr. Flemming, the Budget Director has stated 
his position one way or the other in all these conferences, has he not? 

Secretary FLeEmMine. He participated in it but I don’t think it is 
fair for me to present to a committee of Congress the views expressed 
by my colleagues on matters that were under discussion in the execu- 
tive branch after the President has made a decision. As you know, 
if I had certain views on a matter, and the President made a decision, 
which was not in complete conformity with my views, I would be up 
here defending not my views but the views of the President of the 
United States. He is the only elective officer in the executive branch. 

The Cuarrman. Is there any secret about how the Budget Director 
stands? You have talked to him about it; he has been in all these 
conferences. Is he for it or against it? 

Secretary FLemmine. Mr. Chairman, he has testified in favor of the 
administration proposal before the Ways and Means Committee, ac- 
cording tomy understanding. I was not there—— 

The CuatrMan. He testified affirmatively ? 

Secretary Ftemmine. That is my understanding. I was not there 
but—— 

The Cuarmman. Why didn’t you say so in the first instance? 

Secretary FLemmine. Well, I did say it in the first instance, but I 
wasn't there. Mr. Chairman, I don’t want to be in a position of saying 
that the-——— 

The Cuarrman. In other words you are not at liberty to state any- 
thing that occurred in conferences between you and the Budget Di- 
rector; is that correct ? 

Secretary FLemmine. After the President has made a decision. 

The CuarrmMan. Well, you are aware of the fact that practically 
every bill that is submitted by congressional committees to the dif- 
ferent departments of Government comes back with a statement as 
to whether the Budget Director approves it. You know that, don’t 
you ¢ 

Secretary FLEmmine. But he speaks in behalf of the President, and 
what he sends up here is in behalf of the President, and there are 
some matters that are so important that the policy decisions as to 
whether or not the administration favors or is not in favor is a policy 
decision that is made by the President, and in this particular 
instance—— 

The Cuairman, You think it is important that you can’t give defi- 
nitely the position of the Budget Director as to the money involved ? 

Secretary FLemmine. As to what? 
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The Cratrman. As to the amount of money involved. Do you 
think that should not be disclosed here because it is so important? 

Secretary Ftemmine. No. 

The CuarrMan. How is it important ? 

Secretary Fitemuinc. Mr. Chairman, all I am saying—— 

The Cuatrman. Let’s leave that, I see you don’t intend to answer. 

Secretary Ftemminc. All I am saying 1s that I think the views of 
the Budget Director—he obviously is the best witness about that. 

The Cuatrman. We'll have the Budget Director, so you just forget 
about it. We don’t need to ask any more questions, I see you are not 
going to answer them so we will leave it. 

I want a breakdown showing how much each State has to pay. 

Secretary Firemminc. Mr. Chairman, I have a table here headed 
table 2, which is a total estimated annual expenditure by States. 

The CHatrman. Read it. 

Secretary Fremmine. If all States participate as of January 1, 1960, 

The Cuatrman. Would you be so kind as to read it, I would like 
to hear it. 

Secretary Fremminc. Mr. Chairman, do you want me to take it— 
you want me to take each State ? 

The Cuartrman. I am talking about the amount of money that the 
States are required to raise under the House bill, plus the amount of 
money they are required to raise under your bill. 

Senator Gore. Mr. Chairman, before, if I may interrupt, since the 
Secretary is testifying on the administration proposal, I wonder if 
we might have a copy of it, the bill? 

The Cuarrman. I don’t think it has been introduced. 

Senator Gore. I will be glad to introduce it so it will be before 
the committee. 

Secretary Ftemmine. Mr. Chairman, I have a copy of the bill which 
I would be very glad to insert in the record at this point. 

The Cuarrman. Without objection it will be inserted in the record. 

(The draft referred to follows :) 


A BILL To establish a Federal-State program under which aged individuals with low 
incomes may secure comprehensive protection against major medical expenses, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Social Security Act is amended by 
adding at the end thereof the following new title: 


“TITLE XVI—MEDICAL BENEFITS FOR THE AGED 
“APPROPRIATION 


“Sec. 1601. For the purpose of assisting the States to improve the health care 
of aged individuals with low incomes by enabling such individuals to secure, 
at low cost, protection against major medical expenses or, in the case of recip 
ients of public assistance, to secure such protection without cost, there are 
hereby authorized to be appropriated for each fiscal year such sums as the 
Congress may determine. The sums made available under this section shall be 
used for making payments to States which have submitted, and had approved by 
the Secretary, State plans for medical benefits for the aged. 
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“STATE PLANS 


“Seo. 1602 (a) The Secretary shall approve a State plan for medical benefits 
for the aged which— 

“(1) provides for establishment or designation of a single State agency 
to administer or supervise the administration of the State plan; 

“(2) provides that each eligible individual (as defined in section 1605(a) ) 
who applies therefor (and only such an individual) shall be furnished 
whichever of the following he may elect: 

“(A) medical benefits, which, for purposes of this title, shall consist 
of payment on behalf of an eligible individual of 80 per centum of the 
cost above the deductible amount incurred by him for the following 
services (hereinafter in this title referred to as ‘medical services’ ) 
rendered to him to the extent determined by the attending physician to 
be medically necessary (but subject to the limitations in section 1606) : 

“(i) inpatient hospital services for not to exceed 180 days in 
any enrollment year ; 

“(ii) skilled nursing-home services ; 

“(iii) physicians’ services ; 

“(iv) outpatient hospital services ; 

“(v) organized home health care services ; 

“(vi) private duty nursing services; 

“(vii) physical restorative services ; 

“(vili) dental treatment ; 

“(ix) laboratory and X-ray services not in excess of $200 in any 
enrollment year; and 

“(x) prescribed drugs not in excess of $350 in any enrollment 
year; or 

“(B) insurance benefits, which, for purposes of this title, shall consist 
of payment on behalf of such individual of one-half of the premiums of 
a major medical expense insurance policy for him up to a maximum 
payment of $60 for any year ; 

“(3) provides for granting an opportunity for a fair hearing before the 
State agency to any individual whose claim for benefits under the plan has 
been denied ; 

“(4) provides for payment by eligible individuals applying for medical 
benefits under the plan of enrollment fees equal (except as provided in sec- 
tion 1605(d)) to $2 per month, payable annually or more frequently, as the 
State may determine; 

“(5) includes such methods of administration as are found by the Secre- 
tary to be necessary for the proper and efficient operation of the plan, 
including— 

“(A) methods relating to the establishment and maintenance of per- 
sonnel standards on a merit basis, except that the Secretary shall exer- 
cise no authority with respect to the selection, tenure of office, or com- 
pensation of any individual employed in accordance with such methods; 

“(B) methods to assure that the applications of all individuals apply- 
ing for benefits under the plan will be acted upon with reasonable 
promptness ; 

“(C) methods relating to collection of enrollment fees for medical 
benefits under the plan, except that the State may not utilize the 
services of any nonpublic agency or organization in the collection of 
such fees, and 

“(D) methods for determining— 

““(i) rates of payment for institutional services, and 
“(ii) schedules of fees or rates of payment for other medical 
services, 
for which expenditures are made under the plan ; 

“(6) sets forth criteria, not inconsistent with the provisions of this title, 
for approval by the State agency, for purposes of the plan, of major medical 
expense insurance policies ; 

“(7) provides for payment for his enrollment year of the deductible 
amount of any individual who is a recipient of public asistance for each 
month of such year, to the extent not already incurred and paid by him or 
on his behalf ; 
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“(8) provides safeguards which restrict the use or disclosure of informa- 
tion concerning applicants for and recipients of benefits under the plan to 
purposes directly connected with the administration of the plan; 
“(9) includes (A) provisions, conforming to regulations of the Secretary. 
with respect to the time within which individuals desiring benefits under 
the plan may elect between medical benefits or insurance benefits for any 
enrollment year and may apply for such benefits for such year and (B) to 
the extent required by regulations of the Secretary, provisions, conforming 
to such regulations, with respect to the furnishing of medical benefits ander 
the plan to eligible individuals during temporary absences from the State: 
“(10) provides for establishment or designation of a State authority or 
authorities which shail be responsible for establishing and maintaining 
standards for— 
“(A) hospitals providing hospital services, 
“(B) nursing homes providing skilled nursing home services, and 
“(C) agencies providing organized home health care services, 

for which expenditures are made under the plan ; and 

(11) provides that the State agency will make such reports, in such form 
and containing such information, as the Secretary may from time to time 
require, and comply with such provisions as the Secretary may from time to 
time find necessary to assure the correctness and verification of such reports, 

“(b) In the case of any individual who is a recipient of public assistance for 
each month of an enrollment year, the 80 per centum limitation in clause (2) of 
section 1602 and the requirement of payment of enrollment fees pursuant to 
clause (4) of such section shall not apply for such enrollment year. The Secre 
tary shall prescribe regulations governing the extent to which such limitation 
and such requirement shall not apply, and the extent to which the deductible 
amount shall be paid on behalf of any individual who is a recipient of public 
assistance for only some of the months in his enrollment year. 


“PAYMENTS 


“Sec. 1608. (a) From the sums appropriated therefore, each State which 
has a plan approved under section 1602 shall be entitled to receive, for each 
calendar quarter, beginning with the quarter commencing July 1, 1961, an 
amount equal to (1) the Federal share for such State of the total amounts ex- 
pended during such quarter by the State under the plan as medical or insurance 
benefits, plus (2) one-half of the total of the sums expended during such quarter 
as found necessary by the Secretary for the proper and efficient administration 
of the State plan. 

“(b) Payment of the amounts due a State under subsection (a) shall be made 
in advance thereof on the basis of estimates made by the Secretary, with such 
adjustments as may be necessary on account of overpayments or underpayments 
during prior quartets; and such payments may be made in such installments as 
the Secretary may determine. Adjustments under the preceding sentence shall 
include decreases in estimates equal to the pro rata share to which the United 
States is equitably entitled, as determined by the Secretary, of the net amount 
recovered by the State or any political subdivision thereof, with respect to 
benefits furnished under the State plan, whether as the result of being sub 
rogated to the rights of the recipient of the benefits against another person, or 
as the result of recovery by the recipient from such other person, or because such 
benefits were incorrectly furnished, or for any other reason. 

“(c) For purposes of subsection (a) expenditures under a State plan in any 
calendar year shall be included only to the extent they exceed the amount of 
the enrollment fees collected in such year under the State plan in accordance 
with the provisions of section 1602(a) (4). 


“OPERATION OF STATE PLANS 


“Spc. 1604. If the Secretary, after reasonable notice and opportunity for 
hearing to the State agency administering or supervising the administration of 
any State plan which has been approved under section 1602, finds— 

“(1) that the plan has been so changed that it no longer complies with 
the provisions of section 1602; or 
“(2) that in the administration of the plan there is a failure to comply 
substantially with any such provision ; 
the Secretary shall notify such State agency that further payments will not be 
made to the State (or, in his discretion, that payments will be limited to parts of 
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the State plan not affected by such failure) until the Secretary is satisfied that 
there is no longer any such noncompliance. Until he is so satisfied, no further 
payments shall be made to such State (or payments shall be limited to parts of 
the State plan not affected by such failure). 


“ELIGIBLE INDIVIDUALS 


“Sec, 1605. (a) For the purposes of this title, the term ‘eligible individual’ 
means, with respect to any enrollment year for any individual, an individual 
who— 

“(1) (A) is 65 years of age or over, 

“(B) resides in the State and at the beginning of such year, and 

“(C) meets, with respect to such year, the income requirements of subsec- 
tion (b); or 

“(2)(A) resides in the State at the beginning of such year, (B) was an 
eligible individual for the preceding enrollment year, and (C) paid enroll- 
ment fees under the plan for the preceding enrollment year, or had a major 
medical expense insurance policy and the State made payments under the 
State plan toward the cost of the premiums of the policy during such year, 
or was a recipient of public assistance for each month of such year. 

“(b) For the purposes of this title, the income requirements of this subsec- 
tion are met by any individual with respect to any enrollment year if, for his last 
taxable year (for purposes of the Federal income tax) ending before the begin- 
ning of such enrollment year, 

“(1) he did not pay any income tax, or 

“(2)(A) his income did not exceed $2,500 in the case of an individual who, 
at the beginning of such enrollment year, was unmarried or was not living 
with his spouse, or 

“(B) the combined income of such individual and his spouse did not ex- 
ceed $3,800 in the case of an individual who, at the beginning of such enroll- 
ment year, was married and living with his spouse. 

“(e) The term ‘income’ as used in subsection (b) means the amount by which 
the gross income (within the meaning of the Internal Revenue Code of 1954) 
exceeds the deductions allowable in determining adjusted gross income under sec- 
tion 62 of such Code; except that the following items shall be included (as items 
of gross income) : 

“(1) monthly insurance benefits under title II of this Act, 

“(2) monthly benefits under the Railroad Retirement Acts of 1935 and 

1937, and 

“(3) veterans’ pensions. 
Determinations under this section shall be made (in the manner prescribed by 
the Secretary by regulations) by or under the supervision of the State agency 
administering or supervising the administration of the plan approved under sec- 
tion 1602. 

“(d) In the case of any individual who would not be an eligible individual with 
respect to an enrollment year but for the provisions of subparagraph (2) of sub- 
section (a), the enrollment fee for such individual for such enrollment year 
shall be increased (over the $2 per month specified in sec. 1602 (a) (4)) by the 
amount appearing in column II of the following table on the line on which is in- 
cluded in column I A or column I B, whichever is applicable to him, the amount 
by which his income for his last taxable year exceeds the income specified for 
him in subsecttion (b) (2) : 





I 
rh 
A or B | II, The 
If the individual was at the beginning of his | It the individual was at the beginning of his | increase in 
enrollment year unmarried or not living enrollment year married and living with monthly 


with his spouse and his income for his last his spouse and the combined ineome of | enrollment 
taxable year exceeds the amount specified of such individual and his spouse for his | fee shall be— 
for him in subsection (b) (2) (A) by | last taxable year exceeds the amount | 

| specified for him in subsection (b)(2)(B) 
by— 


ee. 








1, Not more than $500. A | Not more than $750... .- None 
2. More than $500, but not more than $1,000. More than $750, but not more than $1,500___| $1. 00 
3. More than $1,000 but not more than $1,500_| More than $1,500, but not more than $2,250_- 3.00 
4. More than $1,500, but not more than $2,000.| More than $2,250, but not more than $3,000__| 6. 00 
5. More than $2,000, but not more than $2,500.| More than $3,000, but not more than $3,750_.| 10. 00 
6. More than $2,500.................... visa) ORS CR ME iscctnenncccnsenisaeadaocte 15. 00 


errata eis 
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The applicable amount in column II of the above table for any individual shall 
be reduced to the extent that it, plus the enrollment fee specified in section 
602(a) (4), exceeds for such State the average monthly cost of medical benefits 
per individual covered under the plan, as determined by the State agency (aq. 
ministering or supervising the administration of the plan approved under gee. 
tion 1602) in accordance with regulations of the Secretary. 


“MEDICAL SERVICES 


“Sec. 1606. Subject to regulations of the Secretary— 

“(a) The term ‘medical services’ does not include— 

“(1) services for any individual who is an inmate of a public institution 
(except as a patient in a medical institution) or any individual who is q 
patient in an institution for tuberculosis or mental diseases ; or 

“(2) services for any individual who is a patient in a medical institution 
as a result of a diagnosis of tuberculosis or psychosis, with respect to any 
period after the individual has been a patient in such an institution, as 4 
result of such diagnosis, for forty-two days. 

“(b) The term ‘inpatient hospital services’ means the following items fur. 
nished to an inpatient by a hospital : 

“(1) Bed and board, at a rate not in excess of the rate for semiprivate 
accommodations) ; 

“(2) Physicians’ services, nursing services, and interns’ services; and 

“(3) Laboratory and X-ray services, ambulance services, and other sery- 
ices, drugs, and appliances related to his care and treatment (whether 
furnished directly by the hospital or, by arrangement, through other per- 
sons). 

“(c) The term ‘skilled nursing-home services’ means the following items fur- 
nished to an inpatient in a nursing home: 

“(1) Skilled nursing care provided by a registered professional nurse or 
a licensed practical nurse which is prescribed by, or performed under the 
general direction of, a physician; 

““(2) Medical care and other services related to such skilled nursing care; 
and 

“(3) Bed and board in connection with the furnishing of such skilled 
nursing care. 

“(d) The term ‘physician’s services’ means services provided in the exercise of 
his profession in any State by a physician licensed in such State; and the term 
‘physician’ includes a physician within the meaning of section 1101(a) (7). 

“(e) The term ‘outpatient hospital services’ means medical and surgical care 
furnished by a hospital to an individual as an outpatient. 

“(f) The term ‘organized home health care services’ means (1) visiting nurse 
services and physician’s services, and services related thereto, which are pre 
scribed by a physician and are provided in a home through a public or private 
nonprofit agency operated in accordance with medical policies established by 
one or more physicians (who are responsible for supervising the execution of 
such policies) to govern such services; and (2) homemaker services of a non- 
medical nature which are prescribed by a physician and are provided, through a 
public or private nonprofit agency, in the home to a person who is in need of and 
in receipt of other medical services. 

“(g) The term ‘private duty nursing services’ means nursing care provided in 
the home by a registered professional nurse or licensed practical nurse, under the 
general direction of a physician, to a patient requiring nursing care on a full-time 
basis, or provided by such a nurse under such direction to a patient in a hoe 
pital who requires nursing care on a full-time basis. 

“(h) The term ‘physical restorative services’ means services prescribed by 4 
physician for the treatment of disease or injury by physical nonmedical means, 
including retraining for the loss of speech. 

“(i) The term ‘dental treatment’ means services provided by a dentist, in the 
exercise of his profession, with respect to a condition of an individual's teeth, 
oral cavity, or associated parts which has affected, or may affect, his general 
health. As used in the preceding sentence, the term ‘dentist’ means a person 
licensed to practice dentistry or dental surgery in the State where the services 
are provided. 
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“(j) The term ‘laboratory and X-ray services’ includes only such services 
prescribed by a physician. 

“(k) The term ‘prescribed drugs’ means medicines which are prescribed by a 

sician. 
my (1) The term ‘hospital’ means a hospital (other than a mental or tuberculosis 
hospital) which is (1) a Federal hospital, (2) licensed as a hospital by the State 
in which it is located, or (3) in the case of a State hospital, approved by the 
licensing agency of the State. 

“(m) The term ‘nursing home’ means a nursing home which is licensed as 
such by the State in which it is located, and which (1) is operated in connection 
with a hospital or (2) has medical policies established by one or more physi- 
cians (who are responsible for supervising the execution of such policies) to 
govern the skilled nursing care and related medical care and other services 
which it provides. 

“MISCELLANEOUS DEFINITIONS 


“Sec. 1607. For purposes of this title— 


“Federal Share 


“(a)(1) The ‘Federal share’ with respect to any State means 100 per centum 
less that percentage which bears the same ratio to 50 per centum as the per 
capita income of such State bears to the per capita income of the United States, 
except that (A) the Federal share shall in no case be less than 3344 per centum 
nor more than 6624 per centum, and (B) the Federal share with respect to 
Puerto Rico, the Virgin Islands, and Guam shall be 6624 per centum. 

“(2) The Federal share for each State shall be promulgated by the Secretary 
between July 1 and August 31 of each even-numbered year, on the basis of the 
average per capita income of each State and of the United States for the three 
most recent calendar years for which satisfactory data are available from the 
Department of Commerce. Such promulgation shall be conclusive for each of the 
eight quarters in the period beginning July 1 next succeeding such promul- 
gations. 

“(3) The term ‘United States’ means the fifty States and the District of 
Columbia. 

“(4) Promulgations made before satisfactory data are available from the 
Department of Commerce for a full year on the per capita income of Alaska 
shall prescribe a Federal percentage for Alaska of 50 per centum and, for pur- 
poses of such promulgations, Alaska shall not be included as part of the ‘United 
States’. Promulgations made thereafter but before per capita income data for 
Alaska for a full three-year period are available from the Department of Com- 
merce shall be based on satisfactory data available therefrom for Alaska for 
such one full year or, when such data are available for a two-year period, for 
such two years. 

“Deductible Amount 


“(b) The ‘deductible amount’ for any individual for any enrollment year 
means an amount equal to $250 of expenses for medical services (determined 
without regard to the limitations in clauses (i), (ix), and (x) of section 1602 
(a)(2)(A)) incurred in such year by or on behalf of such individual, whether 
he is married or single, except that, in the case of an individual who is married 
and living with his spouse at the beginning of his enrollment year, it shall be 
an amount equal to $400 of expenses for medical services (so determined) in- 
curred in such year by or on behalf of such individual or his spouse for the 
care or treatment of either of them, but only if application of such $400 amount 
with respect to such individual and his spouse would result in payment under 
the plan of a larger share of the cost of their medical services incurred in such 
year. 


“Enrollment Year 


“(e) The term ‘enroliment year’ means, with respect to any individual, a pe- 
riod of twelve consecutive months as designated by the State agency for the 
purposes of this title in accordance with regulations prescribed by the Secre- 
tary. Subject to regulations prescribed by the Secretary, the State plan may 
permit the extension of an enrollment year in order to avoid hardship. 
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“Recipient of Public Assistance 


“(d) The term ‘recipient of public assistance’ with respect to any month 
means an individual who— 

“(1) receives old-age assistance, aid to dependent children, aid to the 
blind, or aid to the permanently and totally disabled for such month pgp. 
suant to a State plan approved under title I, IV, X, or XIV, as the cage 
may be; or 

“(2) would, upon application, receive old-age assistance for such month 
pursuant to a State plan approved until title I if an appropriate portion 
of the enrollment fees, the deductible amount, and the remainder of the 
cost of medical services (determined without regard to the limitations jp 
clauses (i), (ix), and (x) of section 1602(a)(2)(A)} not met from ex. 
penditures under the State plan approved under this title were included in 
determining his need, and if such plan approved under title I contained no 
citizenship requirement and imposed no residence requirement which ex- 
cluded any resident of the State. 


“Major Medical Expense Insurance Policy 


“(e) The term ‘major medical expense insurance policy’ means, with respect 
to any State, a policy offered by a private insurance organization licensed to do 
business in the State, which is approved by the State agency (administering or 
supervising the administration of the plan approved under section 1602), which 
is nonecancelable except at the request of the insured individual or for failure 
to pay the premiums when due, which is available to all eligible individuals in 
the State, and which provides for payment of all or a portion of the costs, in 
excess of a deductible which is not less than $250 and not more than such 
amount as may be prescribed by the Secretary, of medical services and other 
health care (or such portion of such services and care as may be permitted in 
regulations of the Secretary). 


“ADVISORY COUNCIL ON HEALTH INSURANCE 


“Sec. 1608. (a) There shall be in the Department of Health, Education, and 
Welfare an Advisory Council on Medical Benefits for the Aged (hereinafter 
referred to as the ‘Council’) to advise the Secretary on matters relating to the 
general policies and administration of this title. The Secretary shall secure 
the advice of the Council before prescribing regulations under this title, 

“(b) The Council shall consist of the Surgeon General of the Public Health 
Service and the Commissioner of Social Security, who shall be ex officio members 
(and one of whom shall from time to time be designated by the Secretary to 
serve as chairman), and twelve other persons, not otherwise in the employ of 
the United States, appointed by the Secretary without regard to the civil service 
laws. Four of the appointed members shall be selected from among repre 
sentatives of various State or local government agencies concerned with the 
provision of health care or insurance against the costs thereof, four from among 
nongovernmental persons who are concerned with the provision of such care 
or with such insurance, and four from the general public, including consumers 
of health care. 

“(ce) Each member appointed by the Secretary shall hold office for a term of 
four years, except that (1) any member appointed to fill a vacancy occurring 
prior to the expiration of the term for which his predecessor was appointed 
shall be appointed for the remainder of such term, and (2) the terms of the 
members first taking office shall expire as follows: four shall expire two years 
after the date of the enactment of this title, four shall expire four years after 
such date, and four shall expire six years after such date, as designated by the 
Secretary at the time of appointment. None of the appointed members shall be 
eligible for reappointment within one year after the end of his preceding term. 

“(d) Appointed members of the Council, while attending meetings or con 
ferences of the Council, shall receive compensation at a rate fixed by the Sec 
retary but not exceeding $50 a day, and while away from their homes or regular 
places of business they may be allowed travel expenses, including per diem 
in lieu of subsistence, as authorized by law (5 U.S.C. 73b—2) for persons in the 
Government service employed intermittently. 
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“(e)(1) Any appointed member of the Council is exempted, with respect to 
such appointment, from the operation of sections 281, 283, and 1914 of title 18 
of the United States Code, and section 190 of the Revised Statutes (5 U.S.C. 99), 
except as otherwise specified in paragraph (2). 

“(2) The exemption granted by paragraph (1) shall not extend— 

“(A) to the receipt or payment of salary in connection with the appointee’s 
yovernment service from any source other than the private employer of the 
appointee at the time of his appointment ; or 

“(B) during the period of such appointment, to the prosecution or par- 
ticipation in the prosecution, by any person so appointed, of any claim 
against the Government involving any matter with which such person, 
during such period, is or was directly connected by reason of such appoint- 
ment.” 

PLANNING GRANTS TO STATES 


Sec. 2. (a) For the purpose of assisting the States to make plans and initiate 
administrative arrangements preparatory to participation in the Federal-State 
program of medical benefits for the aged authorized by title XVI of the Social 
Security Act, there are hereby authorized to be appropriated for making grants 
to the States such sums as the Congress may determine, 

(b) A grant under this section to any State shall be made only upon applica- 
tion therefor which is submitted by a State agency designated by the State to 
earry out the purpose of this section and is approved by the Secretary. Such 
grants for any State shall, subject to the provisions of subsection (c), be equal to 
50 per centum of the cost of carrying out such purpose in aceordanece with such 
application. 

(c) Payment of any grant under this section may be made in advance or by 
way of reimbursement, and in such installments, as the Secretary may determine. 
The aggregate amount paid to any State under this section shall not exceed 
$50,000. 

(d) Appropriations pursuant to this section shall remain available for grants 
under this section only until the close of June 30, 1962: and any part of such a 
grant which has been paid to a State prior to the close of June 30, 1962, but has 
not been used or obligated by such State for carrying out the purpose of this 
section prior to the close of such date shall be returned to the United States. 


MISCELLANEOUS AMENDMENTS 


Sec. 3. (a) Effective with respect to payments for quarters beginning after 
June 30, 1961, paragraph (1) of section 1101(a) of the Social Security Act is 
amended by striking out “and XIV” and inserting in lieu thereof “XIV, and 
XVI”. 

(b) Section 6103(b) of the Internal Revenue Code of 1954 (relating to inspec- 
tion of income tax returns by States) is amended by adding at the end thereof 
the following new paragraph: 

“(3) STATE PLANS FOR MEDICAL BENEFITS FOR THE AGED.—-All income re- 
turns filed with respect to the taxes imposed by chapters 1 and 2 (or copies 
thereof, if so prescribed by regulations made under this subsection) shall 
be open to inspection, by the State agency administering or supervising 
the administration of a State plan for medical benefits for the aged which 
has been approved under title XVI of the Social Security Act, if the inspec- 
tion is for the purpose of administering such plan. The inspection shall be 
permitted only upon written request of the governor of such State, designat- 
ing the representative of such State agency to make the inspection on behalf 
of such agency. The inspection shall be made in such manner, and at such 
times and places, as shall be prescribed by the Secretary or his delegate. 
Any information thus secured by any State agency may be used only for 
the administration of such State plan (whether by such State agency or by 
the agency or agencies which it supervises) .” 


SECRETARY 
Sec. 4. As used in this Act and the amendments made thereby, the term “Secre- 


tary”, unless the context otherwise requires, means the Secretary of Health, 
Education, and Welfare. 
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(Norr.—This proposal was subsequently introduced in the Senate 
as bill S. 3784, by Senator Leverett Saltonstall.) 

Senator Smaruers. I wonder do you have a copy of this list of 
States, the costs for each State ¢ 

Secretary Fiemminea. Yes. 

Senator Smatuers. Do you havea copy for all members? 

The Cuairman. If you will read those figures, I want to know 
whether they include, the amount that must be raised under the House 
bill and the amount that must be raised under the administration bil] 
on the part of the States. 

Secretary Fiemmine. Mr. Chairman, as soon as a copy is put in 
front of you I will doso. 

The Cuarrman. Has the administration requested that this legis. 
lation be introduced by a Senator or Congressman ? 

Secretary Firmminc. Not as yet, because, Mr. Chairman, as you 
know—when this was presented to the Ways and Means Committee 
they were holding a series of executive sessions over a period of about 
10 weeks, and we presented this to them for consideration along with 
other matters that they were considering. 

The Crarrman. It has not been introduced in either branch of the 
Congress ? 

Secretary FLemmine. That is correct. 

On table 2, you will notice at the head there it has got a projected 
total of a billion 229 million, and then first of all, the total amount 
that would be available for the present old-age assistance recipients 
because, of course, this would call for a step up in their bene of 
$436 million. And then others of $793 million. And then the source 
of funds, $602 million Federal, $627 million State and local, and 
enrollment fees $181,.700,000. 

Then we have taken that by State. For example, Mr. Chairman, 
the State of Virginia the total would be 10 million, and as you will 
note there, $100,000, and, $13,100,000, with $2,100,000 on the OAA 
recipients, $11 million on the others and then the $13 million divided 
$7,800,000 Federal fund, $5,500,000 State funds. 

The Cuatrman. On table 2 is that first column the amount of new 
money that the States must raise ? 

Secretary Ftemmine. No, that is the total amount of money that 
would be involved in this program. It is column 5 which shows the 
amount of new State money. That is the source of the funds, $627 
million would come from State and local fund. 

And then that is broken down by States, Virginia, for example, 
that would be $5.5 million. 

Senator Anperson. Can you tell us how you determined how much 
a State has to pay ? 

I see Virginia has to pay $5 million as against the Federal Govern- 
ment’s $7 million. 
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New York has to pay $78 million as against the Government’s $46 
million. Virginia has a little of the best of it, which the chairman 
would appreciate, but the rest of us would like to know how you get 

it? 
caigeetary Fiemmina. As I indicated in my opening statement, 
Senator Anderson, it is an equalization formula with a range of one- 
third-two-thirds. That is one-third for the States with the largest 
income, and then two-thirds on the part of the Federal Government 
in the States with the lowest income. 

Senator Anperson. Therefore, this would indicate there are more 
poor people in Virginia, doesn’t it? Is that what it means in simple 
terms / 

Secretary Fiemmine. This formula is worked out in exactly the 
same way that you would, not exactly the same way but on the same 
principle as you work out the distribution of public assistance funds. 

The Cuamman. I wish to ask one more question. Could the States 
under the administration proposal set up fee schedules for doctors and 
hospitals and standards of treatment ? 

Secretary FLemmine. Yes, the fact of the matter is under our pro- 

sal it would be the State that would administer the program, and 
it would be necessary for them—— 

The Cuairman. They could set up the fee schedule for doctors, fix- 
ing how much they may charge and how much the hospitals may 
charge. 

Secretary FLemMinG. Just as they do now under the public as- 
sistance program, under the vendor payment provision of the public 
assistance program, that is going on in virtually all of the States at 
the present time and it is my understanding, Mr. Chairman, that it has 
been worked out in a completely satisfactory manner. 

The CuarrmMan. Senator Frear ? 

Senator Frear. No questions. 

The Cuarrman. Senator Carlson ? 

Senator Cartson. Mr. Secretary, Senator Anderson raised a ques- 
tion that I think we ought to have some figures on. Those of us who 
are familiar with this program realize that some of the rural States, of 
course, have great numbers of their population that. were never under 
the OASI program, never covered, and therefore we have more sub- 
stantial numbers on the old-age assistance rolls and also probably more 
people that get benefits from low paid OASI payments and in addi- 
tion to that are also on the old age assistance rolls. I would like very 
much for the record to have a breakdown by States of the numbers of 
individuals who are covered by the OASI and those that are receiving 
old-age assistance, and those that receive both. 

I think that enters into this picture, Could you supply that for the 
record ? 

Secretary Fiemmine. Yes, without any difficulty at all, Senator 
Carlson. I would be very happy to do so. 
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(The following was later received for the record :) 


Numbers of persons aged 65 and over receiving old-age, survivors, and disability 
insurance, old-age assistance, and both types of payments, specified dates 





; 
| Estimated | Number of | Numberre. 
number of | OAA recip- | ceiving both 











State | OASDI aged | ients, Feb- | OAA and 

| beneficiaries, | ruary 1960? |OASDI, Pep. 

| Dee. 31, 1959? | ruary 19603 

PO BOTs pctediibthe red ebhadandstbtloepnadcmenpinpp 10, 074, 750 | 2, 368, 197 | 675, 622 
RIQPRMEE.. J o2 <2 52 oth cco cneee wae aeencenseseecccee- . in 131, 389 | 98, 679 21, 255 
BEng dncmncctinneadonneoce Qounthsensesenes ---} 3, 067 1, 448 52 
RN i Te dle ineboneaiynn pawoanes “~~ | 48, 958 13, 904 | 4, 195 
oie selpootinwtepehoss beh eb -<nedbeest pen ep 10], 640 | 55, 267 8, 645 
SD atbinnacanvecapingaensasecs acboanagradtvcesye 808, 217 | 256, 614 | 122, 873 
GIO 6 wine sb ettaenes ; Dinteoos ecsconel 84, 480 47, 315 18, 530 
Connecticut. ..........;-- saci cbinicintiagts itn deibiniaonintt -| 165, 242 14, 492 | 6, 389 
actin pasoedeudnwos miele Fare vod i 1, 334 382 
District of Columbia...__--..- silent ieee pees biel 3,124 RA2 
att nokndadgestpetaauscabdesonnate eusennlceel 69, 481 | 22, 534 
SI each dtnennocncasoesecitindis pode cenieegihlivant nde 97, 289 | 16, 011 
a rovesiveeese soeritinnsiananwdiienel 1, 463 | 314 
dca anstenkconnsse AE Punvadebihiuesekne .| 7,344 2,310 
BNNB rs dada arinsseépphep<copere - iape — aad | 75, 039 19, 745 
EE idiadebtetcndbcyquccnaphbanannacqneteqsaeccesonccenph] 27, 418 | 6, 974 
DE, coh hbnaddethdedmbbhtoaaive . ; edvdoagapentl | 34, 541 9, 333 
in aeons Li cneiwotetepes sascans cenctahgeahel 28, 797 6, 900 
Kentucky. ........-. Dactcialansiasdslaaly s napictpaketened | 56, 399 | 10, 643 
a ll a il eet eee etn heen apeop suits a | 124, 818 35, 970 
lb pratindinnsos pegecame-ries , , | | 11, 829 4, 533 
Maryland ebbiiediee odidipede 4 Bes a 30, 265 | 9, 456 2, 198 
TD, acicdseacsaasosonehit anaieaeed 374, 906 | 80, 125 39, 060 
Rk wcrtidnnin nie S she ‘ Seidel 436, 222 | 62, 322 20, 708 
tel set onashnhiipaipy socepenesgesacces scpee cant 211, 910 46, 567 12, 48 
Mississippi. ........-- dna bile seal eeeeecinas cmadinbinlentt 93, 238 80, 135 | 19, 908 
RETR oe isn esddan xeqttekiibe eaindl dont ; ental 288, 149 | 117, 155 | 34, 427 
i cinicidinniptnasing iétcnangdunedinen sais wd 40, 579 | 6, GR2 | 2, 206 
Nebraska... .. ee EAT hh ie ae mddiielee dilpidied Bt ode te 97,973 | 15, 093 | 3, 489 
i nit eames bide pap edeoanenate a Seoven 10, 142 2, 639 1, 385 
cen adnecctsucdennscscatilten sae , 46, 236 | 4, 916 1,700 
an nial ine niet aaa i tee serendne 378, 913 | 18, 821 6, 447 
IRR SR ig aa Din dete nbletlicie todtendidiacen 24, 501 | 10, 847 | 1, 936 
te tie ancndoscectauhendnhedach ndgcdacnes 1, 102, 293 | 83, 325 | 28, 416 
is ieteneniseithininteiaenbere phontnhosadpitonempgl 182, 186 | 49, 016 7, 562 
SE SP ce ranctpenéipeacasmanns sanowe sendaced 34, 792 7,217 1, 535 
eee itaiasieinlnarecde pcaghe povnalictinsient-emaei 566, 943 | 7, 556 | 26, 302 
i ttiiia til daanenipbentinoventdhne : one 119, 347 | 90, 244 21, 684 
I ihe a it ie EE and pede amhnanoraedcinmibints 125, 032 | 17, 191 | 6, 070 
i el, nnn nmcubimnibememtminitan aap | 739, 871 | 50,113 | 13, 579 
ST \asntdhhbereneéetsinadestoghwhwusse snsadetiioes 50, 089 | 39,611 4 
le, re aa 63, 504 6, 788 2, 865 
DE IL. . .duibeathovcgannecennonamy essen sapial 78, 739 | 32, 848 | 2, 161 
Ee IS bic a Badd incincidduenncnamindsecs 36 ~--=----+-| 42,905 | 9,021 | 2, 042 
ns estan ae 163, 439 | 55, 231 | 6, 125 
di hiddbuhiinektRimedatiusenowhe auitibeee = | 364, 726 | 222, 061 | 52, 304 
ST adi tiestpidseieetenilsene<pencpace ta iescmpilining aie ania 36, 446 | 7, 985 | 2, 029 
NI nosh ool Dedeetiai eo nn teem 28, 144 | 5, 678 | 1, 981 
I hk ete inte dhininmieiticie Dewbancll 165, 425 | 14, 835 | 1, 416 
i chain el allie date dential 179, 076 | 49, 856 | 19, 954 
REM on. ck conscctbbsoccducdees deans ol 108, 449 19, 832 | 1, 933 
 ipatitendiitinbdchagnAmedanned adie OE SS 2467, 938 34, 810 | 10, 763 
eee 15, 287 | 3, 326 1,210 





' Does not include Guam and the Virein Islands; complete data not available. 

2 Number of persons receiving old-ave, wife’s, hyshand’s, widow’s, widower’s, and parent’s benefits 
adjnsted to exclude (1) women beneficiaries aved 62-64, (2) wife beneficiaries under age 62 with child bene- 
——_ in their care, and (3) duplicate counts for beneficiaries receiving both old-age and wife's or hushand’s 

me tts. 

’ For some States data are for month early in 1960 other than February. 


Source: U.S. Department of Health, Edneation, and Welfare, Social Security Administration, Bureau 
of Public Assistance, Division of Program Statistics and Analysis, July 1, 1960. 


RENN 


~~ aS 2 ew e.e a 
3 
—_ 


SRBRSUSSEBSEaSEER 


t= 6S. eS 


S8eII2RRE 


os 
= 
> 


a. 


SERE 


» ao 4, 4. wt. “te 


SOCIAL SECURITY AMENDMENTS OF 1960 73 


Senator Carxson. Isn’t that a fair assumption that that situation 
would prevail ¢ 44 

Secretary Ftemmine. That is right. 

Senator Cartson. Then under any program that was covered 
through a social security program would we not have more individuals 
in some of what I call the rural States that would not be eligible for 
benefits, than under the proposal that you have submitted ¢ 

Secretary FLemmina. I will ask Commissioner Mitchell to respond 
to that specific question because he is very familiar with it. 

Mr. Mircue.y.. The situation to which you refer, Senator, I think 
has been to a large extent overcome by extensions of coverage during 
recent years to farmworkers. Now there are large numbers of farm- 
ers, both farm operators and farmworkers, who are covered and who 
are in a benefit status. It is true, however, that there are a substantial 
number of people who are receiving old-age and survivors insurance 
benefits who also receive public assistance because the OASI benefit 
may be only a minimum, not sufficient to maintain the person and his 
family. 

Senator Curtis. Senator Carlson, if you will yield for just a brief 
question on that point, now I think it would discriminate against rural 
areas. The number of people who were old and not in the employment 
market or possibilities before OASI was extended to their group will 
be greater than those segments of our population which OASI was 
available to from the beginning, sir, isn’t that correct ? 

Secretary FLemminc. That certainly is true. 

Senator Curtis. So a rural area that is made up of farmers, em- 
ployees of farmers, and small unincorporated family run businesses 
would have a higher percentage of people left out of a program geared 
to OASI and the recipients thereof than other areas, isn’t that correct ? 

Secretary FLemmina. I think that isa fair evaluation. 

Senator Curtis. Thank you. 

Senator Cartson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Flemming, one other point here. 

Table 2 only shows money to be raised by the States totaling $627 
million. 

Now both of these bills—the House bill, plus your proposal as I 
understand it, would compel the States to raise nearly a billion. Where 
isthe balance ¢ 

Secretary FLemmrine. As indicated here the amount to be raised by 
the State and local governments is $627 million. Now under title 6 
of the House bill, as you indicated earlier, the State’s share would be 
about $165 million, so that gives you a total of $792 million to be 
raised by the States. 

I do not have a breakdown by States of the $165 million 

The Cuarrman. I just want to point out that table 2 is misleading. 
It does not include the total amount. It says $627 million. I asked 
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you for the amount of money the States would have to put up under 
the combination you propose and it runs to nearly a billion dollars, 

Secretary FLemmine. No, $792 million together. 

The CHatrman. Well, let’s go over it again because I don’t under. 
stand it and I want to get this right. 

You confirm the fact that the House bill will require the States to 
raise the $64 million. 

Secretary Fiemmine. That is correct. 

The Cuatrman. You further confirm the fact that your adminis- 
tration proposal would require about $800 million ? 

Secretary Fremmine. No; $627 million. 

The CHatrman. Well you have got an additional cost for old-age 
assistance and that is $75 million ? 

Secretary FLemmine. Just one minute. I am sure we can come to 
an understanding. We are awfully close here. I have got $792 mil- 
lion, you see, as I thought—a few minutes ago I see you mentioned 
the additional assistance costs under our plan. Actually so far as 
the State is concerned it would not step up. It would be the Federal 
Government. 

The Cuarrman. The House bill is $164 million, and your proposal 
is $675 million. That includes the additional costs for old-age assist- 
ance, medical care for $250 deduction of $75 million. 

Secretary Fremmine. The only difficulty there, Mr. Chairman, is 
you have included that additional $55 million asa State cost. 

That would be a Federal cost, because actually the State public as- 
sistance would be reduced by about $10 million. So that does bring 
us to a total additional State cost, if you want to round it out, of just 
about $800 million. 

The Cuatrman. All right, now the point I am making is, that table 
2 does not show that. There it only shows $627 million. 

Secretary Fiemmine. Yes, table 2, Mr. Chairman, deals only with 
the additional program on which I testified. It does not give a State 
by State breakdown of the title 6 of the House bill. 

The CuatrmMan. Have you got a table that does show that? 

Secretary Fiewine. It is—do you have the House report in front 
of you? 

The report of the Ways and Means Committee ? 

The Crarrman. I think you ought to have a table to show the total 
cost. 

Secretary Fremoinea. Yes; I agree with you that it would be a good 
thing to telescope these two tables and we would be very glad to do 
that and furnish it for the record. 

The Cuatrman. Will you submit it for the record, because you are 
recommending both the House bill and the administration bill; are 
you not? 

Secretary Fiemminea. Yes. 

The Cuarmman. There ought to be a table that shows the total costs 
for the States. 

(The following was later received for the record :) 
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Estimated annual Federal and State-local costs under (a) proposed medicare 
program for the aged, (b) program of medical services for the aged (title 


XVI of Social Security Act, as added by title VI of H.R. 


2580 and (c) im- 


provement in medical services under the old-age assistance program arising 
from combined effect of proposed medicare program, proposed title XVI of 
Social Security Act, and proposed increase in Federal matching for medical 
services under old-age assistance in H.R. 12580 


State 


United States 


Alabama. --- 

Alaska 

Arizona 

Arkansas 

California. 

Colorado 
Connecticut. 
Delaware 

District of Columbia 
Florida. 

Georgia. 

Guam. 

Hawaii.. 

Idaho 

Illinois 

Indiana 

lowa 

Kansas 

Kentucky . -. 
Louisiana 

Maine... 

Maryland 
Massachusetts 
Michigan._.. 
Minnesota 
Mississippi 

Missouri 

Montana. 

Nebraska ... 

Nevada 

New Hampshire 
New Jersey 

New Mexico 

New York.._....-.. 
North Carolina 
North Dakota 
en dite al cdnaie 
Oklahoma 
Oregon. __.. 
Pennsylvania 
Puerto Rico 
Rhode Island 
South Carolina 
South Dakota 
Tennessee - - 
Texas... 

Utah. ___ 
Vermont —— 
Virgin Islands____- 
Virginia. ..... 
Washington___..___- 
West Virginia_. 
Wisconsin 

Wyoming .. 





! Less than $50,000. 
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Federal | State 
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| cost 
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| $74.3 | —$19.3 
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(4 | -—.3 
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in} | j 
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6.4 2.7 
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2 2 
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Note.—The above figures relate to what the experience might be in the Ist full year of operation if all 
Because of the many variations possible in State plans 
and participation under title VI of H.R. 12580 and in the participation of individuals in the medicare plans, 
the above figures should not be considered to be as precise as they appear to be. 


States developed plans and put them in full effect. 
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Secretary Fremminc. Mr. Chairman, the kind of a table that you 
are asking for will bring this out, but could I ask Mr. Myers to com- 
ment on the overlap that there would be between title 6 of the House 
bill and our program for the aged ¢ 

Mr. Myers. Mr. Chairman, on this point, if both programs, that is 
title VI in the House bill and this medicare for the aged plan were 
introduced, the cost estimates that have been given are not fully 
additive since each one must be considered separ: rately. However, if 
they were both introduced simultaneously, you would, of course, have 
the individual getting benefits under one program or the other so 
that it would not be correct to add the two together to get the total 
costs of the combined program. In other words, many individuals 
who would be aided under the House bill, would instead come under 
the medicare program which is more of a paid up, what you might 
say, insurance-type approach than the assistance-type approach in the 
title VI of the House bill. We would be very glad to prepare for 
you this combined table the result of which would be somewhat lower 
than the sum of the two separate tables. 

The CuarrMan. Yes, but this committee should have the informa- 
tion as to how much the States are required to put up in new money, 

Secretary FLemmine. That's right. 

The Cuarrman. And the table you have submitted here is about, 
how short is it a couple of hundred million, is it not, 200 million 
short ? 

Secretary Fremminc. Well, you see, as the heading on the table 
indicates 

The CuarrMan. I don’t care what the heading indicates. 

Secretary FLemmine. It is just the medicare program. 

The Cuarmman. You gave the impression to the committee, or 
rather to me, that the total costs would be $627 million divided by 
the States. You read out Virginia, for instance, that is not the total. 

Secretary Fiemminc. Mr. Chairman, when I presented this I 
thought I made it clear that I was presenting a table on the medicare 
program and that is what it clearly says. In addition to that there 
is, of course, whatever expense is involved in title 6 of the House bill, 
but as Mr. Myers indicated there is quite an overlap between the two, 
and we will be glad to prepare a table which telescopes the two and 
give you the over: rall figure. 

The Cuareman. I think your testimony, sir, is very confusing. You 
stated that you favored the House bill and you favor this bill as a 
supplement to the House bill, and now you say they overlap and you 
don’t show us where they overlap. 

So I think you had better come to the committee meeting at another 
time prepared to answer the questions we know have to be answered. 

Secretary Ftemmine. Well, Mr. Chairman, all I am stating is a fact 
that they do overlap. 

The Carman. But you say you endorse both of them—you said 
you endorsed the House bill ; didn’t you ? 

Secretary Fiemminea. Yes; I certainly did. 

The Carman. And you said your own bill should be added, and 
now you say they overlap. 

Secretary Fremmine. Yes. 
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The CuarrMaAN. Are you proposing that we enact overlapping 
legislation ? 

Senator Butier. If it costs more money that way. [Laughter.] 

Secretary Firemmine. They only overlap, Mr. Chairman, in the 
sense that some people would come under one program and if they 
came under one program they wouldn’t come under the other. That 
js all, and they w ould be dealing with different people. 

The CHAIRMAN. Here we have an administration bill that no Sen- 
ator or no Congressman has ever introduced. I don’t know that I 
have ever known that to have happened before in my experience. 

Senator Burter. Mr. Chairman, may I make an observation? The 
last time I sat in this chair at a "public hearmg I think it was the 
Secretary of the Treasury who sat where the Secretary, Mr. Flem- 
ming, is now sitting. 

He explained to us the prec arious position of the dollar. 

He told us how necessary it was that we retrench and be saving and 
that we display complete fiscal responsibility. Now you come up and 
you want to spend $1,225 million per annum as a starter for a pro- 
ie that is local in nature and should be taken care of by the people 

n their local communities. 

Secretary Fremmina. Senator Butler, if I may correct the record 
on that, our proposal is not that the Federal Government spend 
$1,200 million. Our proposal is that the Federal Government spend 
$600 million and that the States and local communities spend $600 
million. 

We agree with you there is a responsibility that should be shared 
by the State and local governments, but we also feel that it is a matter 
in which the Federal Government should be a partner. 

Senator Burier. I say to you, Mr. Secretary, this is not a matter 
that should be shared by the Federal Gov ernment. This is a matter 
that can be taken care of by self-reliant people in their local com- 
munities, if given a chance to do so. 

Secretary FLremuinc. Well—— 

Senator Burner. I say there is lack of coordination here. The 
Secretary of the Treasury—I can’t believe he would endorse this bill. 
How could he endorse this bill after coming here and telling us that 
the balance of payments are going against us, the dollar is bec oming 
more precarious every day of the week ? 

The Cuatrman. It is $876 million. [Langhter.] 

Senator Bur er. It doesn’t seem to make any difference what it is, 
just so it is money. T have never seen such fiseal irresponsibility. 

Secretary Ftemmrna. Senator Butler, I would like to comment on 
your comment. 

Senator Burier. You certainly may do it. 

Secretary Fiearminc. Well, I would like to say this: That T see 
no conflict between fiscal responsibility and the Federal Government 
accepting some responsibility for taking care of what is a very serious 
problem in this country at the present time. There is no reason at 
all why, if a program of this kind were put into operation, it would 
still not be possible to operate under a balanced budget. 

It will require hard choices, but where the welfare of human beings 
is involved to the extent that it is in this particular instance, it seems 
to me that the country can well afford to decide to do something about 
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taking care of this problem, and taking care of this need may mean 
giving up something else or even increasing taxes in order to do it, 

Senator Butuer. Is the Secretary now telling this committee that 
this problem has not existed as long as we have been a Nation. 

What makes it so pressing now when the dollar is in such a pre. 
carious position ? 

We need to save all the money we can. We need all the thrift we 
can muster. We need all the self-reliance that the people of this great 
country can put forth or you are going to have a situation where you 
are not going to be able to pay anybody anything. 

Secretary Fiemmine. Senator Butler, I don’t know whether you 
had the opportunity of examining the facts that I presented to the 
committee, dealing with the situation as far as the aged are concerned 
or not, but I do not think that anybody can examine those facts and 
arrive at the conclusion that fiscal considerations should be placed 
above human considerations but in my judgment 

Senator Butter. Does that mean the Government of the United 
States should spend unheedingly ? 

Secretary FLemmina. No. 

Senator Butter. What does it mean? Your statements don’t hang 
together. If you don’t pay any attention to finances, what then is the 
ultimate result ? 

Secretary Fiemmine. Senator Butler, as I indicated earlier, this 
Government. could become involved in this kind of a program and still 
have a balanced budget. 

Senator Burier. Does the Secretary honestly believe and now wants 
to tell this committee that this is the end rather than just the begin- 
ning of this program ? 

Secretary il No, I wouldn’t say that. 

Senator Burter. It is just the beginning. 

Secretary Ftemmine. I wouldn’t allege it is the end. 

Senator Burier. Now tell us, it is but a modest beginning? 

Secretary Ftemmine. No, I don’t regard it as a modest beginning. 
[ regard it as a very substantial contribution to the problem of deal- 
ing with long-term illness. 

The fact remains, Senator, that at the present time the aged do not 
have the opportunity of obtaining protection against the heavy costs 
of long-term illnesses, and everybody knows that many of the aged 
are called upon to suffer as a result of that and, in many instances, 
their families are called upon to suffer as a result of that. 

Now, it seems to me that this country has the resources to identify 
a situation of this kind and move in and do something about it, and 
at the same time adhere to a policy of fiscal responsibility. 

I can assure you that the President would not have approved the 
submission of this program if he thought that it was in conflict witha 
poner of fiscal responsibility. He feels that it can be handled and 
1andled within the framework of fisca] responsibility. 

Senator Butter. I don’t want to cross over the lines of authority. 
I don’t want to ask any question of you that you feel you should not 
answer under executive privilege. But does the Secretary of the 
Treasury approve this program ? 

Secretary FLemminea. I am not going to talk for other people in the 
executive branch other than the President who cleared it. 
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Senator Butter. Does the Budget Director—has the Budget Direc- 
tor cleared it ? 

Secretary Ftemmine. You were not here when I had a discussion 
with Senator Byrd on that. I told Senator Byrd and I will repeat it 
again, that it is my understanding, although I was not here—it was 
ina closed session and I have not read the transcript—it is my under- 
standing that the Budget Director appeared before the Ways and 
Means Committee, and supported this proposal. 

Senator Butter. He is going to have a lot of explaining on some 
other things to do to me because I can’t believe it. 

The Cuamman. He didn’t hear him say it. Have you seen the 
record of his testimony ? 

Secretary Fiemmine. I have not. 

The CHarrMAn. You have not seen the record and Senator Butler, 
he had numerous conferences with the Budget Director and was un- 
willing to say whether the Budget Director approved it or did not 
approve it in these conferences. 

F want to make a statement and if it is incorrect I want you to show 
where it is incorrect. 

This legislation, if passed, as you recommend, will cost the Federal 
Government $876 million. It will cost the States $840 million in 1 
year, that means $1,716 million. It makes no difference to a taxpayer 
whether it comes out of the Federal taxes or State taxes. It all comes 
out of the taxpayer’s pocket so this bill is a $1,716 million bill if it is 
made operative by the States matching it. Is that correct, or do you 
question that ¢ 

Secretary FLemmrine. No, if all of the States do come into the pic- 
ture, I would be perfectly willing to accept that figure except for the 
allowance of overlap but I won’t make any point on that because that 
wouldn’t affect the bill materially. 

Senator Butter. Mr. Secretary, do the local communities, the city 
governments make any contributions ? 

Secretary Ftemmine. There would be a State contribution. 

Senator Burier. State only ¢ 

Secretary FLemmine. That is correct, Senator Butler. 

The Cuarmman. I would like you to put in the record a breakdown 
of this overlapping. 

Secretary Ftemmina. I would be very happy to. 

(Nore.—See table supplied in response to earlier request of the 
chairman. ) 

The Cuatrman. As I understand it you are recommending both 
bills and now you state they overlap. 

Senator Smatuers. Mr. Secretary, first may I say that I wish to 
commend you on your statement with respect to the interest that you 
have in the medical needs of elderly people. Do you expect this bill 
to be passed at this session of the Congress ? 

Secretary Fremminc. Well, Senator Smathers, I think the people 
on the other side of the table are in a better position to make that 
evaluation than I am. 

Senator Smarners. I understand that completely but I am asking 
you. I think I understand the job we have to do here. 

Secretary FiemMine. I am a little bit confused. 

Senator Smatuers. I am asking you, Do you want this bill passed 
at this session ? 
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Secretary Fiemmine. Well, certainly. I mean we recommended 
it to the Ways and Means Committee and we are recommending it to 
the Finance Committee just what we recommended to the Ways and 
Means Committee. 

I personally would be delighted to see it passed at this session but 
as to what is going to happen, I am frank to say I am just a little 
bit confused at the present time as to what may emerge from the 
Congress. 

Senator Smaruers. You are not alone in being confused as to what 
is going to happen here in the Congress. I am just trying to get at 
the facts of the sincerity that you have for this program. Why was it 
that we didn’t get this program here until so late ? 

Secretary FLtemmina. Well, let’s see, I presented the program to the 
Ways and Means Committee in May. I spent off and on about 10 
weeks in the Ways and Means Committee as they discussed this prob- 
lem. There isn’t any doubt at all that we had various points of view 
within the executive branch as to the best way of dealing with this 
matter, and it was not until May that those points of view were 
resolved, and I was put in the position to come up and present an 
administration proposal on it. 

Like you, I gather from your question, I am sorry that it has taken 
our Government as long, including the executive and legislative 
branches, to come to grips with what I consider to be a very real 
and a very pressing need. 

But as you know, there are a lot of points of view on this, and it 
isn’t easy to get them resolved and in support of one way of doing it. 

Senator Smatuers. So it was late in May that the administration, as 
I understand it, decided to make this kind of a proposal to the Con- 
gress. 

Secretary Fiemmine. I think it was—it was May 4. 

Senator SamatruHers. May 4? 

Secretary Firemmine. That is correct, and my testimony at that 
time was made public by the Ways and Means Committee. 

Senator Smatuers. Do you have anybody out at the Governors’ 
conference presenting this type of program to the Governors so that 
you might get some indication from them of its merit? They would 
be interested since their respective States would have to participate 
in it, 

Secretary Ftemminc. We were not, so far as I know, invited to pre- 
sent this program or this issue to the Governors’ conference. The 
Under Secretary of the Department has been out there presenting our 
plans for the White House Conference on the Aging, but that is the 
only thing we were invited to present. 

Senator Smaruers. Do you believe that you could probably acquire 
some support for this type of a program inasmuch as it is a Federal- 
State participation program if you got the Governors for it? 

Secretary Fiemmine. Well, I am sure that any Governor would be 
reluctant to face the problems involved of taking on an additional 
fiscal responsibility at this time. I appreciate the problems that they 
are up against. 

On the other hand, I do feel that this is something that should be 
shared by the Federal and State Governments. As you know, we 
have the responsibility for a good many Federal-State programs In 
our Department. 
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Senator Smaruers. I understand that completely, Mr. Secretary, 
and I think you are absolutely right that there would be great reluc- 
tance. I am just curious as to how serious you people have been 
pushing this legislation toward the end of the session. 

Did you go out there? Did you write somebody out there and 
ask them could you appear? Have you asked the Governors for 
their cooperation? It would obviously take their cooperation to 
make this type of a program work. 

Secretary FLemminc. The answer is that we did not request to go 
or to have this put on the agenda of the Governors’ conference, pos- 
sibly we missed a bet there but 

Senator Smaruers. I am curious as to whether or not this pro- 
posal which the administration has evolved has arisen subsequent to 
the great discussion about the Forand and McNamara bill and other 
bills on the subject. 

Secretary Fiemmine. I will try to be perfectly fair and frank 
about it. Of course, the discussion that has taken place regarding 
this particular issue, I think, has helped all of us get attention fo- 
cused on the problem, but I want to say that the program that we 
have presented does represent the conviction of the administration as 
to the best way in which to deal with the problem. There is a very 
deep-seated conviction that it should be a joint sharing of responsi- 
bility on the part of the Federal and State Governments just as we 
do in the public assistance areas at the present time. 

I tried to say earlier, Senator Smathers—— 

Senator Smaruers. Do you recall prior to May 4 when you made 
a statement as to the need in this area that you or anyone else in the 
administration had made such a statement with respect to the fact 
the Federal Government should do something in the field of helping 
the medical indigent other than those who were under OAS? 

Secretary FLemmine. Yes, statements were made prior to that 
time to that effect. I also was before the Ways and Means Com- 
mittee some time before that and indicated that we felt there was a 
very real need, and that we should endeavor to work out something. 

I was before the Ways and Means Committee last July in which 
T also indicated a recognition of a very real need, and a feeling that 
something should be worked out in an effort to deal with this need 
more adequately than it is being dealt with at the present time. 

Senator Smaruers. But was that when you were called before the 
Ways and Means Committee to testify with respect to the Forand 
bill and the other bills of that nature? 

Secretary Fireman. I testified—the Ways and Means Commitiee 
last July held hearings on the Forand bill. 

Senator Smaruers. That is when you made that statement? 

Secretary FLemmine. I certainly did, that is correct. 

Senator Smatruers. Now, Mr. Secretary, what has been the re- 
action of the American Medical Association to this proposal ? 

Secretary Ftemmine. Well, by reading the newspapers, I gather 
they don’t like it. 

Senator Smatuers. Do you have any other information other than 
that of reading the newspapers as to what their position is? 

Secretary FLEMMING. They have not sent me an official communi- 
cation to that effect but I don’t have any reason to question the ac- 
curacy of the reports that I have read. 
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Senator Smatruers. Now, Mr. Secretary, let me refer you to your 
statement for just a moment, where you talk about the administration 
plan. In point No. 2 you say it should make available a system of 
comprehensive health and medical benefits which provide adequate 
protection against the cost of long-term and other expensive illnesses, 
How does your particular proposal, in brief, do that ? 

Secretary Fiemminea. I think probably the best way I can answer 
that is to give you an example. 

Senator Smatuers. All right. 

Secretary Firemmrnea. Let’s assume that this plan is in effect in 
particular State and let’s assume that we are dealing with a woman 
in her seventies who has suffered a stroke. Now this identification 
of the treatment that she would receive was prepared for me by the 
Public Health Service doctors. We will assume she was in the hos- 
pital for 30 days which would represent a cost of $900, about $30 a 
day. We will assume she was in a skilled nursing home for 22 months, 

Senator Smaruers. Could we also eliminate one other assumption? 
This elderly lady, of course, is not on old-age assistance. In other 
words, she is not getting public assistance. 

Secretary Fremmine. No, not getting public assistance, that is 
right. She may be on OASDIT. 

Senator Smarners. Yes. Is she in the category where she first has 
to pay $24 before this? 

Secretary Fiemmtinea. Yes, I am assuming this; that is right. 

Senator Smatuers. She is also in the category of having to pay 
the first $50 of her medical expense. 

Secretary Fiemmine. That is correct. 

Senator Smaruers. All right. 

Secretary Firemmrine. Skilled nursing home for 22 months at a cost 
of $5,280, private duty nurse used for 5 days 24 hours, and then the 
doctors’ expense, total of $325, and drugs $100, making a total ex- 
penditure of $6.925. 

Now under the program that we have recommended, the program 
would pay $5,140 of the total expense of $6,925; she would have to 
pay $1,833. Iam assuming this is a 2-year illness, as you will notice, 
so that she would pay the deductible twice, that is $250 each year, a 


total of $500, and then, of course, she would pay 20 percent of the | 


total expenditures. She would pay the fee for 2 years of $24 a year, 


which would be $48. Altogether, she would pay $1,833. The plan | 


would pay her $5,140. 


Mr. Chairman, that illustrates what I tried to emphasize in my | 


testimony, namely, that our plan is designed to deal with the long- 
term illness, because, take under the Forand bill, just as another 
illustration—with this same illness, under the Forand bill the plan, 
that is the Government, would pay $1,620, and she would have to 
pay $5,305. 

Under the McNamara bill that is before this committee at the 
present time, the plan would pay $3,350, and she would pay $3,575. 

Now the reason, of course, is that both the Forand bill and the 
MeNamara bill tend to place the emphasis on the first dollar costs 
of an illness, whereas the plan that we have presented places the 
emphasis on the cost of a long-term illness. For that reason, where 
a person is involved in an illness of this kind, our plan, as you can 
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see, would be extremely helpful. It would mean that the individual 
would receive $5,140 as against $3,350 under the McNamara plan, 
and $1,620 under the Forand plan. 

Senator SmaTuers. Where you say the emphasis of these other 
two bills is on the payment of the first dollar and yours is on the 
payment of the long term, what happens to these people who are not 
on old-age assistance, but actually who can’t pay these first dollars. 

They are not indigent to the point where they have to be on public 
assistance but they are medically indigent. How could they even 
qualify for this particular proposal, if they could not pay $247 a 
year to start with ¢ 

Secretary FLemminec. Well, of course, our feeling is that in many 
instances, either they themselves or through their families, could take 
care of the initial cost. Of course, if there was no possibility of their 
taking care of the initial cost, they would go on the old-age assistance 
program. 

But we do feel that there are some insurance policies that are not 
too expensive that you can get to take care of initial first dollar costs. 
The real problem for many families comes in dealing with the long- 
term illness. 

Senator Smatruers. Mr. Secretary, I don’t want to take all your 
time, these other Senators want to ask you questions but I want to 
ask you one other question: You say on page 12 it should provide 
private insurers with the opportunity of expanding their programs 
of extending health protection to the over-65 age group. How does 
your particular proposal do that? 

Secretary FLemmine. Just one moment. You will notice that we 
did put in as an optional benefit the opportunity for a person to elect 
to purchase from a private group a major medical expense insurance 
policy with the understanding that 50 percent of the costs would be 
paid for him from Federal-State matching funds up to a maximum 
of $60. And then, of course, we definitely do leave open, as our 
previous discussion indicates, the possibility of the insurance com- 
pany or other private groups taking care of the initial costs, that is 
the first $250 of an illness. In other words, we think that this is a 
program that would make it possible to build on the progress that 
has been made by commercial companies and by nonprofit groups 
in insuring people in this area. Our feeling is that they have not as 
yet certainly done an adequate job by any means in making available 
protection for long-term illness. 

Senator Smaruers. Before you came to that conclusion, did you 
consider granting private insurance companies tax credits for losses 
that might be sustained from writing health policies? 

Secretary FLemmina. As we worked on our various plans, I think 
it is fair to say that that idea was not presented to us, at least not to 
my recollection. It may have been, but not to my recollection. 

Senator Smaruers. All right, sir. 

Secretary FLemmine. Mr. Chairman, and Senator Smathers, could 
I in response to one of your earlier questions, just to keep the record 
straight, point out as far as the attitude of the administration toward 
this problem is concerned, in all fairness to one of my predecessors, 
Mrs. Hobby, I should call attention to the fact that in 1954 the ad- 
ministration submitted what was known as a reinsurance bill. That 
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bill was designed to deal with certain aspects of this particular pro- 
»0sal. Also, I think that I should also call attention to the fact that 
last July, prior to the hearings on the Forand bill, again at the request 
of the Ways and Means Committee we did submit to that body a very 
comprehensive study of this whole area. 

We did not make recommendations but we certainly indicated that 
very clearly there is a problem here that the country cannot continue 
to ignore. 

Senator Smaruers. You had been studying the problem. 

Secretary Fuemmine. That is correct, and as I say, earlier, the ad- 
ministration actually submitted a proposal. I think this found its 
way, part way through the Congress but not all the way. 

Senator Smaruers. On reinsurance. 

Secretary Ftemmine. That is correct. 

Senator SmaTuers. Yes. 

The CuarrMan. Senator Curtis? 

Senator Curtis. Mr. Secretary, referring to your presentation, this 
portion deals with the proposals involving OASI other than this ques- 
tion of medical health for the aged. There you discuss the costs and 
in general state that the anticipated revenue from the social security 
taxes, and by that I mean title 2, will in the future take care of the 
anticipated expenditures. 

In arriving at that conclusion, what allowance, if any, did you make 
for the fact that the Congress might in the future increase benefits! 

Secretary Fiemmina. None whatever. I mean these figures are 
based on the law as it would be if the bill that has been passed by 
the House should be passed by the Senate and concurred in by the 
President. 

Senator Kerr. Without amendment? 

Secretary FLemouine. That is correct. 

Senator Curtis. But the Congress has increased benefits often, 
usually just prior to election; have they not? That is not a sin of the 
administration; you have enough to answer for. 

But the Congress should take responsibility for that. They have; 
have they not? 

Secretary Fiemminc. They certainly have since 1950. [Laughter.] 

Senator Curtis. Now, in predicting that this social security system 
is financed adequately to take care of the future, what, if any, allow- 
ance have you taken for the possibiilty that Congress might freeze 
taxes if in a given period a surplus does accumulate / 

Secretary Firemmine. That Congress might 

Senator Curtis. Freeze the taxes and prevent- 

Secretary FLemmina. In other words, not move forward as the law 
now provides. 

Senator Curtis. Yes. 

Secretary Fiemmine. We did not make any allowance for that, 
We assumed that those schedules would go into effect in accordance 
with the law. 

Senator Curtis. But Congress has done that during the years social 
security has been in existence. : 

Secretary Ftemmine. Mr. Myers tells me in the forties not so far— 
not during the 1950’s but they did during the 1940's. 
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Senator Curtis. What I am trying to point out is that we have 
a political system here, not an actuarial system. 

One more question with regard to those figures. What allowance, 
if any, in saying that this tax would be adequate for the future, 
have you made for continual inflation? 

Secretary Fiemmrne. I think I should ask Mr, Myers to respond 
to that as the actuary, because he is the person who works on these 
figures, as you know. ee ; : 

Mr. Myers. Senator Curtis, in this respect, the cost estimates are 
based both on the law staying the same, and also on existing economic 
conditions remaining the same—in other words, the general earnings 
level staying the same. If in the future, earnings levels went up and 
the law stayed the same, the system would actually be in better finan- 
cial condition, because the income from taxes (or the cease nenie 
would go up more rapidly than the benefit disbursements would. 
Of course, if earnings change in the future, it is possible that the 
system would be amended. Accordingly, we have made what we 
call static estimates; we assume the ae stays the same, and we 
assume that economic conditions stay the same as they are now. 

Senator Curtis. Thank you. 

Now, Mr. Secretary, you say : 

The program would permit States to pay for the medical expenses of low- 
income aged persons who were not so needy as to require old age assistance 
but whose income and resources after taking into account amounts needed 
for current expenses are insufficient to meet their medical bills. 

Would the Federal Government have the authority to pass on the 
financial eligibility of an individual applicant? 

Secretary Ftemminc. The answer is no. 

Senator Curtis. That would be left to the States? 

Secretary Ftemmaine. Under title VI of the House bill, that would 
be left to the States. 

Senator Curtis. I might ask, and I am sure that Mr. Myers can 
give us a reasonably accurate estimate: In our old-age assistance pro- 
gram we permit the States to determine who is needy. There has 
been a great variance among the States. Of every 100 people over 
65 in the State of Louisiana how many of them have been determined 
as needy and therefore eligible to old-age assistance and incidentally, 
I might say the level of benefits are such that the Federal Govern- 
ment pays about six-sixths of it. How many out of every person 
over 65 are on old-age assistance, the best estimate ? 

Secretary FLeamine. Nearly 60 percent. 

Senator Curtis. Nearly 60 percent. Now how many out of every 
100 people over 65 in the State of our distinguished chairman, Vir- 
ginia, are on old-age assistance ? 

The Cuarrman. Why do you pick on Virginia? [Laughter.] 

Senator Curtis. I think the answer will reveal it. 

Senator Kerr. He will eventually get around to Nebraska and I 
think that will be fine. [Laughter.] 

Secretary Fiemminc. About 10 percent or possibly a little less. 

Senator Curtis. In other words, six times as many people out of 
every 100 are determined to be needy in Louisiana, a State with great 
wealth, oil production, and so on, as there are in Virginia. Do you 
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know how—Senator Kerr has a keen sense of anticipation, about what 
is the figure in Nebraska? [Laughter.] 

Secretary FLemminea. Mr. Chairman, Senator Curtis, I am sure you 
will give us a chance to correct these for the record. 

Senator Curtis. I just want your best estimate. 

Secretary FLemmine. But between 15 and 20 percent. 

Senator Curtis. I would guess closer to15. | Laughter. ] 

In other words, here is Nebraska, a poor State, not very much ip- 
dustry, practically no tourist business, no valuable minerals, and we 
administer our law and reach into the Federal Treasury to pay old. 
age assistance under a system that another State extends it to 4 times 
as many people out of every 100. 

Now, under the Ways and Means Committee bill for payments to 
people who are financially in need but not on old-age assistance, are 
you going to prevent that disparity between States? 

Secretary Ftemmine. Well, I think my answer to the first question 
that you asked along that line really answered this one, does it not? 
I mean, title VI of the House bill makes it possible for the States, 
within very broad language that is incorporated in the bill, to deter- 
mine their own standards. 

For example, a State, if they wanted to use an income test, for ex- 
ample, to determine who was eligible, one State might use $2,500 and 
another State might use $4,000, or another State might use $1,500. 

Senator Curtis. Then, coupled with that, you have also a variable— 
I don’t say you—the House has a variable matching formula, has it 
not ? 

Secretary Ftemmine. That is correct. They use the same variable 
matching formula that is used now for public assistance, 50 to 65, 
That is for the last payments on public assistance. 

Senator Curtis. But as to the individual it is not graduated against 


the Federal Government on the payment the individual receives 


such as old-age assistance ? 

Secretary Fremmtne. That’s right. 

Senator Curtis. That’s all, Mr. Chairman. 

Secretary Fiemminea. Mr. Chairman, just to—we now have what 
I think are firmer figures on your question. 

Nebraska 10 percent, Louisiana 60 percent, Virginia 6 percent. 

Senator Curtis. You mean Louisiana is six times more adroit and 
effective in getting money out of the Federal Treasury than we poor 
people in Nebraska? I withdraw the question. 

Secretary Ftemmine. OK. 


Senator Butter. Mr. Chairman, a moment ago I sought to show | 


that these programs start very modestly and then have a tendency 
to become very large. 

An excellent example of that is provided by expenditures for pub- 
lic assistance programs. 

At the time the Congress liberalized the old-age and survivors in- 
surance program in 1950, we contemplated that expenditures for 
public assistance would ultimately decline. 


The intent of the Congress is clearly revealed in the Report No. 


1669 of this very committee dated May 16, 1950, which discussed 
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the amendments embodied in H.R. 6000, 81st Congress. It stated, 
and I quote: 

The committee-approved bill is designed to have the insurance program be- 
eome the basic method for strengthening of old-age and survivors insurance 
will reduce the need for public assistance expenditures. The broad extension 
of coverage, the increase in benefits, and the liberalized eligibility require- 
ments of the insurance program will decrease the number of people who will 
have to depend on the assistance programs. 

That closes the quote from the report of this committee. This 
statement was made, as I have said in 1951, when budget expenditures 
for the total public assistance program totaled a billion 39 million 
dollars. 

The 1961 budget estimate for this program submitted by President 
Eisenhower on January 18, 1960, proposed an expenditure of $2,087 
million. In other words, although coverage has been extended, a 
program which was destined to decrease in importance doubled in 
size in a single decade. Now, Mr. Secretary, I say this should be a 
caution to this committee and maybe to yourself and the administra- 
tion, that these programs may be very worthy, but when you embark 
upon them, even at a very modest way, before you know it, they will 
consume you. 

Secretary FLemminea. Senator Butler, I think the key observation 
in the report that you read was the observation that there was an 
expectation that the number of persons on old-age assistance would 
decline. 

Senator Butter. That’s right. 

Secretary FLemmina. Since I have been in office, I have noted with 
interest that the curve has been going down as far as the number of 
persons on old-age assistance is concerned. Now it is true that ex- 
penditures have risen, because the Congress has changed the payments 
structure from time to time, and of course, there is the factor of an 
expanding population when we look back over a period of 10 years. 

But your increase in terms of numbers of persons on the assistance 
rolls has not come from old-age assistance. It has come from the 
aid to dependent children. 

That figure has been moving up, but the number of persons on old- 
age assistance rolls has been moving down, and the reason it has been 
moving down, I think, very clearly is that the OASDI benefits have 
been extended to more and more persons, coverage has been extended 
and in addition, of course, the benefit schedule has been improved. 

Senator Burier. But, Mr. Secretary, the point I make is this: 
Whenever you enter a new field, that field is always broadened, the 
requirements to become a member of the class included within the field 
are made easier, and the benefits are always increased. I call that to 
your attention. 

Secretary Fiemuinc. Senator Butler, I wouldn’t deny that at all 
and I think as you consider the various approaches to this problem this 
has got to be taken into consideration. 

I would like to say, however, that at that point, I am not a complete 
pessimist. Asa result of my experience in Government, I do have con- 
fidence in our system of checks and balances. I know the cost curve 
is apt to be up, but when you consider the checks between the legisla- 
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tive branch itself, I don’t think we have to assume it is going to get 
out from under control if we are dealing with a situation that is de. 
signed to meet a real need. 

“Senator Burier. But it has been my experience that those checks 
sometimes fail to materialize, people w ho were against this program ¢ 
months ago are now for it. I don’t understand that. 

Secretary FLEMMING. But on balance, I still have confidence in the 
way in which our form of government operates in dealing with matters 
of this kind. 

The CuarrmMan. Senator Kerr. 

Senator Kerr. Mr. Secretary, I have a number of questions but I am 
going to yield the time to Senator Anderson who is next on our side 
here, if I may be permitted to address my questions to you in a com- 
munication and then you can answer them. 

Secretary FLtemmine. I would be very happy to, Senator Kerr, 

Senator Kerr. Thank you. 

(The letter which Senator Kerr subsequently wrote Secretary 
Flemming, and the reply made by Secretary Flemming, follow:) — 

JUNE 30, 1960, 
Hon. ARTHUR 8S, FLEMMING, 


Secretary, Department of Health, Education, and Welfare, 
Washington, D.C. 

My Dear Mr. Secretary: May I first express my appreciation for your very 
informative statement before the committee on Wednesday, June 29, in connection 
with the proposed amendments to the Social Security Act now under consid 
eration. 

As I stated at the hearings, a few questions have arisen in my mind in con 
nection with your remarks and I would appreciate it if you will supply me with 
the answers. 

(1) On page 6 of the mimeographed copy of your remarks you state that the 
bill of the Committee on Ways and Means, in providing increased Federal par- 
ticipation to improve the old-age assistance medical programs, is pursuing a 
desirable objective and although “there is some question whether the provision in 
the bill would produce the intended result, it is probably worth trying.” Why 
is there question as to whether the result will be so attained and what could be 
done to strengthen this provision ? 


(2) On page 9 of your statement you mention that about 4 million of the | 


16 million people now in our aged population are not covered by social security, 
How many of this 4 million are not covered by other Government pension or 
retirement programs—civil service, railroad retirement, veterans programs, 
State and local retirement systems, and the like’ How many are on public 
assistance? Of the group not covered under any of these programs, how many 
are in need of health-care protection? 

(3) Of the 12 million people you say would be eligible under the administra 
tion proposal, how many are under the social security (OASDI) system‘ 

(4) What percent of payroll cost would be involved in providing the broad 


scope of benefits described in the administration's medicare program under the | 


social security mechanism ? 

(5) On page 12 you state that all persons 65 and over would be eligible to 
participate if, in the preceding year, they did not pay an income tax or had, in 
the preceding year, adjusted gross income which did not exceed $2,500 ($3,000 for 
a couple). What provision is made for the individual in his first ygar of 
retirement? 

(6) Will all services under the administration’s proposal have to be deter 
mined as medically necessary by a physician? 

Yhanking you for this courtesy, and with best wishes. I am, 

Sincerely yours, 
Rovert S. Kerr. 
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THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE, 
Washington, July 11, 1960. 
Hon. Rosert 8S. Kerr, 
U.S. Senate, Washington, D.C. 


Dear SENATOR Kerr: I am very happy to answer the questions stated in your 
letter of June 30. Briefly, my reply to each of them would be as follows: 
Answer to question No, 1 

The Ways and Means Committee apparently concluded that the only way to 
meet their concern that medical care programs under old-age assistance be 
improved in those States that are doing little or nothing in this area was to 
increase the rate of Federal participation in payments for this purpose. How- 
ever, they were also concerned and we share their concern fully that the 
Federal share of public assistance payments not be made unduly high. They 
accordingly adopted a provision which would increase the Federal share by 5 
percent in new expenditures of up to $5 a month for medical care. Thus, up 
to 25 cents of additional Federal funds per recipient over and above the normal 
Federal share would be provided. We are not sure that this amount represents 
a sufficient inducement to result in appreciable improvement in many of the 
States where such improvement is needed most. We do not, however, favor 
increasing the Federal share in public assistance payments and accordingly 
would not reconimend that the provision in the House bill be increased. 


Answer to question Vo. 2 


Of the 4.3 million persons aged 65 and over not eligible for OASDI at the 
beginning of this year, more than one-third are protected by another public 
retirement program 

There are approximately 1.1 million persons aged 65 and over not elizible 
for OASDI who are receiving benefits under the Railroad Retirement Act, under 
the provisions of the Federal Civil Service Act, other programs for retired 
civilian and military personnel of the Federal Government, or retirement pro- 
grams for State and local government employees. 

Close to half a million other persons aged 65 and over are on the Veterans’ 
Administration rolls receiving compensation or pension payments and not 
receiving payments under the OASDI, railroad retirement, or public employee 
retirement programs. 

About 1.7 million are primarily dependent on public assistance. 

There remain about 1 million aged persons with no protection under any 
public program. The great majority are widows 72 years of age or over. 
Some have considerable private resources, but many are supported by children 
with family responsibilities that would make it difficult for them to cover 
heavy medical bills for parents. As a whole, these persons would be in particular 
need of health protection through publie means, 


Answer to question No, 3 


On the basis of such data as we have relating to the income of OASDI bene- 
ficiaries, we would guess that about 10 million of the 11.4 million persons 
aged 65 and over and eligible for GASDI would be eligible under the admin- 
istration plan because they either pay no income tax or have adjusted gross 
incomes plus social security, railroad retirement, and veterans’ benefits amount- 
ing to less than $2,500 ($3,800 for a couple) a vear. 

We do not have the detailed information with regard to amounts of income 
from different sources and for those eligible but not drawing benefits that 
would be required to make a precise estimate. 

Answer to question No. 4 

The estimated level premium cost, on an intermediate cost basis, of providing 
the benefits included in the administration’s proposed program to persons eligible 
for OASDI benefits who are aged 65 and over is 1.09 percent of taxable payroll 
($4,800 tax base). 


Answer to question No. 5 

The proposal which was discussed with your committee does not make any 
special provision for individuals in the year of retirement. It is reasonable to 
believe that up to the point of retirement employed persons will, in most instances, 
have both the resources and opportunity to secure health protection which would 
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carry over into retirement. While this is certainly not true in all cases, the 
advantages of an administratively simple test of eligibility, in our judgment 
outweigh those of a more complex type of provision which would be necessitated 
if the year of retirement was given some kind of special treatment. Moreover 
those whose income was less than $2,500 ($3,800 for a couple) would be eligible 
to participate in the program. 

Answer to question No. 6 


Benefits under the proposal would be available “for the following services 
* ¢ * to the extent determined by the attending physician to be medically 
necessary. 

If we can be of further help to you, please let me know. 

Sincerely yours, 
ARTHUR S,. FLEMMING, Secretary, 

Senator Kerr. I want to say I am among those who feel that the 
suggestion you have brought to the committee, while I am not in the 
position to say to you as of this moment I am either for it or against it, 
I am one of those who is glad that you have brought it because it eyi- 
dences great awakening generally everywhere of a need to recognize 
and meet a problem and certainly in my judgment, it contributes to 
the sum total of the knowledge that will be before the Congress and 
will be of help in assisting the Congress to evaluate the various sug- 
gestions which are before it in its sincere effort to find a proper solu- 
tion to an actual and pressing problem. 

Secretary FLemMine. Thank you very much. 

Senator Kerr. I will now yield to the Senator from New Mexico. 

Senator Anperson. Mr. Secretary, the table 2 which you presented 
indicates there is quite a difference in the way States coneeibaaa Do 
you think the same factors which you have used to alter a little bit 
the amounts which States contribute in public assistance funds apply 
in this field properly ? 

For example, the State of New York will contribute $78 million 
against the Govebhadinnt’s $46 million. The State of California will 
contribute $78.3 million against the Government’s $46 million. 

Those two States will put up a fourth, it comes out mathematically 
exactly one-fourth of the $627.2 millions. 

Do you believe the burden is one-fourth in those two States? 

Secretary Fiemminc. Well, Senator Anderson, I appreciate that 
this question of an equalization formula is certainly a debatable one 
and one on which good arguments could be advanced on both sides. 
This committee, of course, has given it very careful consideration in 
connection with public assistance. 

Then just recently the Senate has passed a bill in the area of Federal 
assistance to education, and you included there an equalization formula 
that is really a 3 to 1 formula rather than a2to1 formula. Certainl 
there has been a trend on the part of the Congress as we deal wit 
these Federal-State programs to work into them the equalization 
formula. 

Now personally I don’t have certainly a dogmatic feeling relative to 
the exact nature of the formula and also relative to the various factors 
that should be taken into consideration. It has been suggested that 
in developing an equalization formula in this area you might very 
well take into consideration the percentage of aged in a State im 
relation to the total population of that State. 


Senator Anperson. Precisely. I think that is what Senator Curtis 


was trying to get to. 
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That the equalization formula which you used in public assistance 
might be a out of line in this field. 
ecretary Fremminea. I think that this is something that should 
be explored carefully and I think you can probably identify a series 
of factors that would be very relevant to this area, and that would 
robably make it work out better. 

Senator Anperson. I assume from your testimony that the admin- 
istration is opposed to any program which would be financed by pay- 
roll taxes. 

Secretary Fremminea. That is correct. 

Senator Anperson. I ask that question because I hope to present to 
this committee at some stage of its deliberations a program based 
upon payroll taxes and it is the position of the administration that 
they are opposed to that. 

Secretary FLemmine. That is correct. 

Senator ANpeRson. You suggest in your testimony that your pro- 
gram is better because it is determined by an income test as against 
a means test. 

Do your people who are familiar with social work believe in this 
field an income test is preferable to a means test or a means test is 
preferable to an income test? How do they come on to this decision 
not to use a means test ? 

You recognize that a man who owns his home, and has $100 a 
month is given the same program as a man who has to pay rent, hasn’t 
got a penny in the oot and who only has $100 a month. You put 
them on a parity where the burden of medical care is completely 
different from a man who has his own small investment in a home 
as compared to a man who has to rent. 

Secretary Fiemmine. Senator Anderson, I would be the first one 
to agree that when you use an income test no matter how you try to 
refine it you do not do complete equity as between the persons who 
may be involved in a program. 

But what we did was to balance over against that the problem of 
the administration of the program, the ease of administration, and 
also the possibility of a person being able to participate in a health 
insurance program without too much probing going on as to his actual 
resources. 

In other words, we feel—we recognize that the cutoff point we have 

suggested, which is $2,500—$3,800 for a couple—based on an income 
test, is probably rough, but we felt that what you would gain admin- 
istratively in terms of ease, speed of administration, would offset 
some of these other factors that you have identified. 
_ I know, as you indicate, that you cannot do a completely equitable 
job except as you go to a means test and, of course, even then you don’t 
do a completely equitable job but you come closer to it than under an 
meome test. But considering that this is an insurance program, I 
think we are justified in using the income cutoff with the definition 
that we have suggested. 

TI am sure there will be differences on it within our own Department, 
and I am sure there are differences outside. 

As you know, there have been strenuous objections to the application 
of a detailed means test in this area, and I am frank to say I am some- 
what sympathetic with those objections. 
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Senator Anperson. Precisely, and that is why in the suggestion 
I hope to make to the committee I use a payroll test where neither a 
means nor income test is necessary. 

I can only say that after some years as a relief administrator, WPA, 
NYA, and a few other things, I found that means tests and income 
tests are equally confusing. 

Secretary FLemmine. They are both problems. Our feeling is that 
it is not wise to abandon the concept completely as I indicated in my 
testimony. : 

Senator Anperson. Well, you allow social security payments to be 
made without a means test. 

Secretary FLemmine. That’s right. 

Senator Anperson. If you sought to abandon them completely for 
this other program, why not abandon it completely there ? 

Secretary FLemMine. Well, we feel that the social security program 
as it is at the present time, is a wage related program in which the 
benefits are directly related to wages, whereas in a health care program 
for the first time you would be moving over into the service benefits 
area. 

Senator AnpEerson. Would an expenditure of this $978 million, if 
the chairman’s figures are correct and I have found him pretty accurate 
when it comes to counting dollars on expenditures, would that have 
a tendency to unbalance the budget ? 

Secretary Ftemmine. In my judgment, Senator Anderson, consider- 
ing the size of our budget it would be possible to build an expenditure 
of that kind into the budget without throwing it out of balance. Of 
course, as you realize, it will take a few years before you would 
get up to an expenditure of $800 million. All States would have to 
be participating and be participating to the maximum. 

But I think as a Nation we could certainly afford an expenditure 
ultimately of that amount of money in order to deal with this very 
pressing human problem. 

Senator Anperson. Aren’t all the State budgets becoming tighter 
and tighter with the years ? 

Secretary Firemmine. I recognize that the State governments are 
finding it difficult to handle their fiscal situation. Of course, we recog- 
nize that it varies somewhat from State to State. 

But our philosophy there, Senator Anderson, has been that here is 
a pressing human need, and we believe if the Federal Government 
puts up the kind of an attractive package that is incorporated in our 
program, that the States should be responsive to this need, and will 
come in and work out ways and means of matching. We think, as you 
consider governmental expenditures generally, that this kind of an 
expenditure is entitled to a high priority in the thinking of a State 
legislature as well as in the thinking of the Federal Government. 

Senator Anperson. Well, there are many high priorities in these 
States now. The State of Michigan had some budget troubles a short 
time ago, as I recall. This would add $30 million a year to the State's 
budget. Could that be lightly taken by a State legislature ¢ 

Secretary Fremminc. Not lightly by any méans, but I do feel 
that ; 

Senator Anperson. $78 million to the State of California, that 18 
why I am asking you why you have abandoned the payroll tax ap- 
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roach which does not involve the existing budgets of the already 
led- pressed States? 

Secretary Fiemminc. Well, I tried to indicate in my testimony 
our feeling that we certainly should give very careful consideration 
before we put the benefits that are now provided under the social 
security system into competition with the kind of benefits that would 
be incorporated in this kind of a program. It is altogether possible 
that we would find that the possibilities under the payroll tax are 
not limitless, and we felt that on balance, considering the fact that 
these are service benefits, that it is fairer to finance them out of general 
revenues. Certainly as far as the Federal Government is concerned 
it means that they would be financed by relying to a very large degree 
on the progressive income tax. We think that that is @ fairer thing 
to do than it is to throw half of the burden on earnings of $4,800 
or less. 

I have just responded to a line of questioning as to whether or not 
there are apt to 7 @ increases in the benefits that are provided today 
for retirement, disability, and survivors under the present O: ASDI. 
I think probably all of us would agree that there will be such im- 
provements in that benefit structure. 

Now, if we build into it a health insurance program, I know it is 
not going to stop at whatever point we start. Of course we will 
improve the benefits and of course we will probably adjust the age 
requirements as time goes on. 

If you put these into competition with one another, it seems one of 
two things happen. Either you get your payroll tax up so high that 
you get a revolt and get it frozen to a certain extent. Or, in order 
to take care of i improving your health benefits you don’t do what you 
feel should be done on the retirement, the disability or the survivors 
benefits. It is our feeling it is better to take care of this out of the 
general revenues, where I think you have got a fairer tax structure, 
when you are considering service benefits ‘of this kind. You place 
more of a burden on those in the upper income brackets than you do 
on those in the lower income brackets, whereas under social security 
you put a very heavy burden on the lower income bracket. 

Senator Anperson. I would only challenge your feeling that it is 
easier to get money by increasing the already high ac celerated income 
taxes than it is to get it by a payroll tax. I don’t try to pit my 
experience in this field against yours, but I would suggest ‘that in 1936 
we were having discussions of social security and ‘how it might be 
set up. There were many predictions then and many predictions on 
the floor of Congress that these payroll taxes were way too high as 
initially established. Now they are far beyond it, and there is less 
argument about it now than there was in 1936. 

‘And therefore I feel if you are going to try to have any type of 
medical care program, it is going to be easier to finance out of a pay- 
roll tax than it is out of another burden on the already overburdened 
States and the already difficult situation with the Federal budget. 
The chairman of this committee knows that there was quite a little 
sentiment in the Senate of the United States to get rid of some of the 
taxes we now have, telegraph, telephone, transportation, and to put 
some additional burdens on such as repeal of the dividend credit. 
There was a great plea made that these people who are already so 
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heavily taxed had to have the dividend credit in order to live and you 
feel that an increase in that income tax would be easy to accomplish, 
I couldn’t agree with you less. 

Secretary ” FLEMMING. Senator, I think you and I would agree on 
this, I am sure, that our Nation is wealthy enough and has enough 
resources to assure adequate medical care for its aging. Then comes 
the question of how we finance it. 

Now I think that we can’t overlook the fact that the payroll tax is 

also a tax on the economy. If the payroll tax is increased for this 
particular purpose, it will take revenue out of every State in the 
country, and this, in turn, will have some effect cert: ainly on what the 
State is able to do with its own tax structure, what it is able to take 
out of its people in addition. 

So that it seems to me that we agree that as a Nation we can afford 
to take care of these problems that confront us at the present time. 

Then comes the question, What is the best way of doing it? Either 
way we are taking it out of people. I mean it is an additional tax 
burden on people. 

I just have the feeling it is a little bit fairer to use the progressive 
income tax than it is to throw so much of the burden on these low 
earnings of $4,800 or less or if it goes up to $5,400 or $6,000. 

Senator ANnperson. Mr. Chairman, I don’t wish to continue if you 
wish to go to the joint session. I can only say to you that there are 
many people who feel that the payroll tax method permits expansion 
which the income tax method bon not. You are right up against a 
pretty difficult ceiling and you are going to see more pressure rather 
than less to reduce it. 

Hasn’t the Treasury taken the position that it wants to see a gradual 
reduction of the income tax and reduction gradually in some of these 
excise taxes? They admitted they couldn't do it this year. 

Secretary Fiemmina. I am sure they have taken that position. 

Senator Anperson. So there seems to be an effort to try to reduce 
these individual income taxes. 

Secretary Fiemminc. Again it seems to me as the payroll tax in- 
creases the burden will be recognized and there will also be the feeling 
either that the payroll tax shouldn’t be increased further or that 
benefits should not be extended. 

In other words, we feel this tax burden, no matter what kind of a 
method is used for the purpose of collecting taxes. I don’t want to 
concede—I might have to ultimately—but I wouldn’t want to concede 
that it would be absolutely necessary to raise the income tax in order 
for the Federal Government to take its share of this problem. Maybe 
I am wrong there. 

Senator Anperson. If you face a deficit ? 

Secretary Fiemmine. If you face it then you have got to do it. 

Senator Anperson. If you face deficit spending I judge the admin- 
istration is not in favor of it. 

I judge Senator Butler was not in favor of it. 

Secretary FLemmine. Right. 

Senator Anperson. And $800 is substantial. It is true people 
walk in and say if you just raised the postal rates you could get $500 
million to balance the budget but nobody has found a way to compel 
the Congress to raise that. 
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Secretary Fremuine. That is right. 

The CuarMaN,. And then another $800 million comes from States 
and localities. 

Senator Anperson. I wish we had time, Mr. Secretary, to go 
through this list of States and pick out the ones that are in desperate 
financial need. In 1934, back so many years, I prefer to forget, I 
became the first administrator of an emergency school tax in my State. 
Nobody wanted to put it on, but they put it on for the narrow emer- 
gency of the next few months. You don’t have to have me assure you 
whether the tax is still there or not. 

Secretary Ftemmine. No. 

Senator ANpERSON. These burdens are becoming greater and greater 
and greater and the States are looking for revenue. 

The able Senators from New York introduced an amendment the 
other day which provided if the Government drops the telephone tax 
New York would be glad to pick it up and turn it back into its own 
coffers. They need so much money, and yet you are going to take 
$78.5 million out of New York per year when this becomes fully 
effective. Isay I think you picked out a difficult method of financing. 

Secretary Fiemmine. Mr. Chairman, if I might just say on the 
point, take the McNamara bill, for example, just as one illustration, 
I think the estimated cost there is around a billion-three something 

like that. Of course, if we use the payroll tax, then that has got to be 
raised and it has got to come from the wage earners in addition to the 
employers. 

The CuatrMan. Senator Douglas? 

Senator Dovetas. Mr. Flemming, in view of the fact that the State 
contributions under your plan would amount to approximately $800 
million a year, do you believe that all of the States would voluntarily 
accept the plan which you propose ? 

Secretary Fitemminc. Senator Douglas, I don’t think they would 
do it immediately, but, based on the experience that the Federal Gov- 
ernment has had with Federal-State programs, particularly in the 
health and welfare area, I think that within a reasonably short period 
of time they would come in. 

Now, the reason I feel that is that I believe it is an attractive pro- 
ram that is being offered. I think that there is a very deep-seated 
eeling on the part of the citizens of this Nation that something ought 

to be done, and I believe that the citizens of the various States would 
indicate that in a rather convincing way to their State legislatures. 
I know you are interested in the whole Federal-State area. I had a 
little study made of the various Federal-State programs that our 
Department administers, and it is very interesting to note the number 
of States that have come into those programs, sometimes within the 
first years. Sometimes it has taken a period of 3 years, and in some 
instances they haven’t come into it adequately. I would be the first 
to admit, for example, that there are seven or eight States that haven’t 
taken advantage of the vendor payment part of public assistance in 
the way in which I had hoped they would have taken advantage of it. 
So it is a problem. 

I welslan’s deny it. 

Senator Doveias. Would there not be States which for a consider- 
able period of time would not accept the program and whose aged 
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citizens would therefore be excluded from the benefits of the plan 
which you propose ? 

Secret: iry Ftemmuina. Well, of course, this is speculating. I don’t 
know whether I would agree that it would take a consider able period 
of time because, again, T feel that the interest of the citizens within 
the States in seeing this problem dealt with in a more adequate map- 
ner would express ‘itself to the State legislatures and that they would 
come in. Certainly for as long a per iod as the *y didn’t, you are right, 
I mean the citizens in those States would not get the kind of assist- 
ance that I think probably both of us agree they should have. 

Senator Doveras. Do I understand your plan to be that for those 
who are not under old-age assistance that an enrollment fee of $24 q 
year is required from each individual before they will be entitled to 
the benefits of the plan? 

Secretary Fiemmine. That is correct. 

Senator Doveias. Now, in other words, it would require individual 
acceptance ? 

Secretary Fremmine. That is right. 

Senator Dovetas. Of the plan, and payment of the $24 a year? 

Secretary Fremmine. Right. 

Senator Doveras. Individuals would be free not to make the 
payments ? 

Secretary Fremmine. That is correct. 

Senator Doveras. Now, then, what percentage of the aged persons 
do you think would accept the plan, what percentage would refuse 
the pli in, and what basis do you have for any estimate w whic ‘h you make? 

Secretary Fremainc. Well, the cost figures that are reflected in the 
tables that I have presented to the Chairman and to the members of 
the committee rest back on the assumption that 75 percent of those 
(not on old-age assistance) that would be eligible to participate would 
participate. I think you will recall that under our a an, of course, the 
4 million who are paying income tax would not be eligible but that 
leaves about 12 million, and then about 214 million of those are under 
public assistance and then the remainder would be eligible for this 
program. 

We estimated 75 percent of this latter group would participate. 

Now, that is subjective judgment, very frankly. However, it rests 
back on the fact we are dealing with a low-income group who certainly 
increasingly recognize the seriousness of this problem, and we feel if 
they were given this opportunity at least 75 percent would probably 

take advantage of it. 

Senator Dovertas. Let me make this point, if I may. For those who 
because of reasons of pride or otherwise are not on old-age assistance, 
Lut who are very close to the margin themselves, isn’t this requirement 
of $24 a year one which would cause them to refuse to come under the 
plan d 

Secretary Fremminc. Well, we felt that putting it at that low figure 
that it would not have that effect, but that is a matter of judgment and 
as I indicated in my presentation we are not wedded to the details, 
We are certainly perfectly willing to think through a problem of that 
kind with the committee. 

I think your point is a point that should be weighed carefully. We 
did weigh it, and we came out at the $24 point, but here, again, we con- 
ceivably could be wrong on that. 
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Senator Dove.as. According to your figures 20 percent of those who 
do not pay income tax, whose incomes therefore are low, would not 
choose to come under the plan, and therefore would be excluded from 
its benefits. 

Secretary Firemmina. That is the assumption on which we built our 
cost figure. 

Senator Doveias. Mr. Flemming, you made a very interesting state- 
ment that the Federal share of the costs would largely be met from the 
income tax, which is arithmetically progressive, or the corporate in- 
come tax which is also arithmetically progressive, whereas the payroll 
tax would be proportional at least for the incomes covered in the act. 
But I hope you are aware of the fact, and I am sure you are, that so 
far as State revenues are concerned, that approximately 60 percent of 
State revenues are derived from the sales taxes. These sales taxes 
are arithmetically regressive, that is, those in the lower incomes pay 
a larger proportion of their income in sales taxes than those in the 
upper income brackets. So that so far as the State’s share is con- 
cerned, it would be financed in an arithmetically regressive fashion, 
although the Federal share would be financed in an arithmetically 
progressive fashion. 

In practice, does that vary very much from the proportional system 
under social security ¢ 

Secretary FLemmine. Well, I certainly think your statement is a 
very fairone. Your observation is a very fair one. 

My only hope would be that to the extent that the States had to 
raise additional revenue in order to deal with this that they would 
rely more on a progressive income tax and less on a sales tax, because 
I think we would probably both agree that in many instances the 
States probably are not taking full advantage of the possibilities 
under the income tax. 

I know I think it is about 37 States that make some use of it but 
in some instances very little use of it. So that I think both of us 
would much prefer to see the revenue raised by a reliance on a pro- 
gressive approach such as the income tax rather than throwing too 
heavy a load on the low-income level. 

Senator Douaias. I would like to ask a question about the insuring 
unit. As I understand it, each individual could select a private in- 
suring company or agency. 

Secretary Fiemmine. If he chooses. 

Senator Doveias. That is right. How many companies are there 
now which write some form of hospital, medical, surgical benefits for 
the aged / 

Secretary FLtemmine. As I indicated, in testimony and in response 
to questions, I don’t think the record is too good at the present. time, 
but I do think we have to recognize a trend. I have some figures 
here, and I could put the whole exhibit in the record, but let me just 
give you some illustrations. 

Mutual of Omaha does offer a catastrophic insurance policy which 

may be taken out through age 63, guaranteed renewable for life. The 
benefit—— 
_ Senator Dovetas. You will forgive me, Mr. Secretary, I think that 
is material that would be inserted in the record. What I am trying 
to get at is how many of these private companies now have one plan 
or another ? 
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Secretary Fremminc. We have identified four. 

(Note——The Secretary’s reply refers to the four major medica] 
expense policies available as of May 1960 on an individual basis to 
persons 65 and over. These are sold by two insurance companies, 
Additionally, a large and increasing number of insurance companies 
and Blue Cross-Blue Shield plans offer ordinary health insurance or 
prepayment protection to aged individuals.) 

Senator Doveias. Four? 

Secretary Ftemminc. And some of the plans are more liberal than 
others. I mean they vary, as you would appreciate, in terms of the 
premium. They vary in terms of the deductible, and so on. 

Senator Doveuas. Is it not probable that with the Federal Govern. 
ment meeting the residual costs and more or less underwriting the 
plans that there would be a big increase in the number of private 
companies which would write such policies? 

Secretary Fiemminc. Well, there might be. As you know, our 
suggestion was that, through the Federal-State fund, we agree to 
take care of 50 percent up to a total dollar figure of $60. We would 
pay 50 percent but not to exceed $60. There are in existence now 
some plans that have—— 

Senator Doveras. You mean on premiums? 

Secretary Firemminc. Yes. Some policies have a premium rang- 
ing from $100 to $130. There are some that have premiums that 
are lower than that, but then, of course, the benefits are not as much. 

Now, our feeling is that the plan that we present, that is the Federal. 
State plan, is an attractive package. I think the people who might 
exercise this insurance purchase option as contrasted with going 
under the plan are people who will just say, I don’t want to have 
anything to do with the Government in dealing with this particular 
matter. Those people might exercise this option. 

Senator Dovetas. Well, do you foresee any difficult administra- 
tive problems when there are 50 States dealing with X numbers of 
insurance companies in any given State? 

Secretary Firemmine. Well, the State wouldn’t be dealing with the 
company, I mean the individual would buy the policy. 

Senator Doveras. Yes, but what about the supervision? 

Secretary Fiemmine. Well, the supervision of it would be the 
responsibility of the State and that could 

Senator Doveras. And reimbursement, supervision over reim- 
bursement, isn’t that true? 

Secretary Fremmine. And, of course I don’t think the character 
of the supervision would be much different than it is now, because 
as we know the States do supervise the insurance companies at the 
present time. They would add this as an activity that they would 
be called upon to supervise. 

Senator Doveras. They would really have to supervise very closely, 
would they not, because it would be State funds which would be 
expended whereas at present it is purely a private contract between 
the individual and the insurance company, isn’t that true? 

Secretary Fremmine. I think it might very well lead to a type— 

Senator Doveras. Wouldn’t this involve State authorities checking 
hospital bills and nursing home bills, and I believe you provide for 
physician’s care, too, do you not? 
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Secretary Firemminc. Well, we do in our package of benefits. 

Senator Dovenas, Yes. 

Secretary Fiummine. But it seems to me, Senator Douglas, that if 
the individual bought a policy from one of these companies, the only 
thing that the State would be required to do would be to make sure 
of the fact that it is a policy dealing with catastrophic illnesses, and 
that the matter of how much is paid to hospital, and how much is 
paid the doctor and so on would be a matter that would be entirely 
in the hands of the insurance company. 

Senator Dove.as. Even though the Federal Government and the 
State governments were underwriting the costs / 

Secretary FLemminc. Well, at least the way we contemplated it, if 
the State government approves the basic policy, what the Govern- 
ment is underwriting is 50 percent of the premium but not beyond 
$60. In other words, it puts a ceiling in as to how far it is willing to 
go, and that is the only thing that it underwrites. Of course it is 
underwriting indirectly these other costs. 

Now, the thing that the State and the Federal Government would 
be interested in would be to make sure of the fact that the person 
buying such a policy was getting a policy designed to deal with 
catastrophic illnesses. But the actual expenditure of funds to cover 
the hospital and the doctor and so on would be by the insurance 
company. 

Senator Doveias. The Federal and State Governments would 
provide premiums and then— 

Secretary FLemmine. Up to 50 percent. 

Senator Doveias. And would allow the benefits to be determined 
between the insurance company and the individual? 

Secretary Ftemmine. That is correct. 

Senator Doueias. And give a hunting license to the hospitals and 
other groups to make such charges as the insurance companies would 
approve, is that right? 

Secretary FLtemmine. As far as this option is concerned, that is 
right. But there is a kind of a built-in control there, isn’t there, when 
the Government says that it will underwrite only up to 50 percent 
and not to exceed $602 Now, there has been some confusion on this 
point. 

Senator Douacias. You mean combined Federal-State contribution 
would only be 50 percent ? 

Secretary FLemminc. Only 50 percent and not to exceed $60. 

Senator Dova.as. That is not to exceed a total of $60 or $30? 

Secretary Ftemminc. No, no, a total of $60. 

Senator Dovaetas. In other words, $30 would then be the combined 
Federal-State contribution for the premium ? 

Secretary FLemmine. The combined would be $60, that is the State 
$30, Federal $30 in a State having 50-50 matching. 

Senator Doveras. I cannot quite understand this. But why is it 
superior to the McNamara plan, for instance, which covers not only 
those under social security but also those not fully employed in the 
upper age groups outside social security ? 

Secretary Fremminc. Well, certainly the McNamara bill corrects 
what I would regard as one of the weaknesses in the Forand bill. The 
Forand bill, of course, ignores the 4 million people who are not 
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covered by social security. The McNamara plan makes provision for 
those, and, on the other hand, of course, as long as you use the social 
security approach, there would be some people covered under the 
McNamara bill, who, I think, we would all probably agree would 
not need this kind of protection. But that is inherent in a social 
security approach. 

I think, also, it is fair to say this, Senator Douglas, that our pack. 
age of benefits that would be ‘available under the | program would do 
a still better job of taking care of long-term illnesses than would the 
McNamara bill. So, to that extent, it is superior. 

What we have done is recognize the same need that many others 
recognize. We recognize that the time has come for government, 
and we think both Federal and State Governments, to become part: 
ners in dealing with this particular need, but we do not feel that it is 
wise to use the social security method for de: uing with it, but rather 
this other type of approach. 

Senator Doveras. There is one technical question that IT am going 
to ask, and then I am going to ask another question which may be 
somewhat unfair and which if it is unfair you should feel free to re- 
fuse to answer. 

The technical question that I am going to ask is this: Is it not im- 
portant to provide for nursing care in the home by practical nurses, 
if necessary. Is there not danger in any plan providing primarily for 
meeting hospital costs that we load the hospitals up with people who 
are in stages of senility, so that the hospitals really become not restor- 
ative agencies but warehouses for the senile aged? But a very large 
portion of the aged need someone who will come in during the day, 
will fix them up, and so forth, and get them on their way ? 

Secretary FLremmine. Senator Douglas, I couldn’t agree with you 
more, and I think that however we work this out as a government, 
this is something we must keep in mind. This would i one of my 
principal objections, for example, to the Forand bill, because the 
emphasis is entirely on hospital care and surgical costs. 

Senator Doveras. May I interrupt you a moment to say this is not 
a defect in the McNamara bill because the McNamara bill provides 
for 90 days of hospital care or 180 days of nursing home care, or 240 
days of nursing in the home, and the unused portions of the hospital 
care can be shifted to the home nursing. 

Secretary Fremmine. The McNamara bill, in my bee on 
that. particular point certainly moves in the right direction, but I 
might also say that the package of benefits that we have presented 
goes even further in that. particular direction. 

Senator Doveras. The package of benefits which you present in- 
cludes physicians care, isn’t that true ? 

Secretary FLeminc. That is correct. 

Senator Dovetas. The McNamara bill is confined really to nursing 
care. 

Secretary FLemmine. That is right. 

Senator Doveias. Now what about the American Medical Associa- 
tion being enthusiastic on meeting physicians costs by this group 
system ? 

Secretary Fiemmine. Well, I think, as I stated in response to an 
earlier question, I know they are not enthusiastic about our program. 
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They have so indicated. But, Senator Douglas, I think that as the 
Federal Government moves into this area, we have got to be very 
careful not to make a mistake on this point, because there are many 
people who can be t taken care of adequately in the home. 

Senator Dove.as. Yes. 

Secretary Ftemminc. And to say to those people, “The only way 
youcan get assistance in covering the cost of illness is to gotoa hospital 
or even a nursing home” just doesn’t make good sense. What we are 
going to do it overburden our hospitals, and of course, our nursing 
homes, which we haven’t got enough of anyhow. You "and I are in 
complete agreement there, “th: at whatever package of benefits is made 
seaAaile under whatever method, it should place just as much em- 
phasis on home care as it does on institutional care. 

Senator Doveras. I am very glad to hear you say that, Mr. Flem- 
ming. I personally would be w illing to accept a reduction in the num- 
ber of days of hospital care prov ided under the McNamara bill and 
an increase in the number of days of home nursing, but there is an- 
other question I wanted to ask to follow this up. If you make this 
matter one simply of contract between the insurance companies and 
individual, can you be certain that you will get proper emphasis on 
home nursing? Wouldn’t the tendency be to play up hospital care? 
Blue Cross has been a great boon to the hospitals of this country. Now 
if you have still further extension of this, isn’t that going to throw the 
emphasis upon the hospital care which can be supervised by an in- 
suring agency to some degree, rather than on home nursing which is 
more difficult to supervise and administer and get more needy ? 

Secretary FLeminc. Senator Douglas, I am glad you have asked 
that question because I was afraid a little while ago that possibly one 
important aspect of our plan is not clear. 

Oubmajor plan, that is, the Federal-State plan which would provide 
all of these benefits that I have been talking about, is not a plan that 
would be administered by insurance companies. That plan would be 
administered by the State governments. Now, the State government 
could, of course, as some have in the public assistance area, contract 
with the Blue Cross or somebody else to carry out the plan, but it 
wouldn’t be the Blue Cross or the insurance companies plan. It would 
be the plan provided for in the law as we would contemplate it. 

Now the only point at which the insurance company would come into 
the picture is if an individual, instead of coming under this plan which 
would provide this comprehensive system of benefits, decided that he 
would rather operate under a private policy, either a Blue Shield or 
private commercial company policy. He could exercise that as an 
option and then he would only get the benefits that were provided for 
by that particular policy. On the basis of presently available policies, 
my assumption would be that the benefits that would be available to 
him under that policy would be much less than the benefits that are 
incorporated in our plan. As far as our plan is concerned which we 
assume would attract a great many of the persons participating, the 
State would administer it under a Federal law which would make it 
very clear that if the State plan was going to be approved, it would 


have to include a schedule of benefits such as that set forth in my 
testimony. 
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Senator Dovetas. Well, wouldn’t it be simpler if you want to lay 
down Federal standards throwing the emphasis on home nursing, to 
have it done in Federal law through social security rather than to 
depend upon a maze of administrative rulings by the Federal Goy. 
ernment, the State governments, and of agreements between individ. 
uals and insurance companies? 

We could write a statute on the social security basis very simply, 
But when you get caught in this 50 State, Federal Government, X 
numbers of insurance companies, X numbers of persons voluntarily 
acepting the plan, frankly I think you get into a perfect administra. 
tive maze. 

Secretary Ftemmine. Well, Senator Douglas, let me again say that, 
as far as our basic plan is concerned, we don’t have to deal with the 
insurance companies at all. They are out of the picture. We do have 
to deal with the 50 States. But the 50 States 

Senator Dovetas. The 50 States will have to deal with the insurance 
company. 

Secretary Ftemmine. No, they don’t have to deal with any. I am 
not getting through on this. 

Senator Doveias. You are going to have it done by insurance com- 
panies, the Federal Government doesn’t deal with the insurance com- 
pany, the States don’t deal with the insurance companies, who does 
deal with them, are they suspended in the air without any visible 
means of support? 

Secretary FLemmine. I know there have been stories written about 
our plan which suggest that it is a plan which is to be administered by 
the insurance companies; but it is not. It is a Federal-State program 
to be administered by the State governments, and the State govern- 
ments have got to submit to the Federal Government a plan which 
would conform with the provisions of the law. Once that plan is 
approved, then the State governments go ahead and administer them, 
There are no insurance companies in the picture at all as far as this 
package of benefits is concerned. 

Senator Doveias. Has anyone introduced your plan? 

Secretary Fiemminc. No; we had discussion on that, but I have 
given the committee a bill which does incorporate it. 

Senator Doveias. You have not yet found a legislative father ? 

Secretary FLemmine. It will be introduced, I can assure you of that. 

Senator Dovenas. It will be introduced ? 

Secretary Fiemornc. I can assure you of that. Senator Douglas, I 
appreciate, from what the chairman said, this does not probably put 
me in too strong a position on this point, but actually this, as you 
know, this evolved out of about 10 weeks’ sessions with the Ways and 
Means Committee, and they were in executive session all the way along 
the line, and we presented the outline of the plan just as we have pre- 
sented it to you. It is perfectly clear from the House bill that they 
did not accept this plan nor did they accept the Forand bill, so it was 
not necessary to introduce a bill in the House. 

The Cnamman. Was a vote taken on it in the committee, do you 
know ? 

Secretary Firemminc. The only things they voted on were one or 
two modifications of the Forand bill and what came out of the 
committee. 
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I hope, Senator Douglas, for the sake of keeping the record straight, 
that I have made the point clear that under our plan you would write 
into the law itself this benefit package. Then you would say to a 
State: “If you are going to participate in a plan, if you are going to 
get Federal funds, you have got to age a pipe which incorporates 
this schedule of benefits which would be available to any person who 

avs $24.” The only point at which the insurance company comes in 
is indicated in my statement. There it says that each State would 

rovide that an aged person eligible for participation in the program 
could elect—that is in lieu of paying his $24 fee and getting the benefits 
that are listed— 

could elect to purchase from a private group a major medical expense insurance 
policy with the understanding that 50 percent of the costs would be paid for 
him from Federal-State matching funds up to a maximum of $60. The States 
would be responsible for establishing the minimum specification for such policy 
in accordance with broad standards established by the Federal Government. 
But the person who wants to come in and pay this $24 is the person 
who would get from the State the kind of benefits that I have listed 
on page 13 and I think you can see that they are worked out in such 
a way as to achieve the objective you and I talked about. They include, 
hospital care up to a limit of 180 days. Then they include skilled 
nursing homes, physicians, outpatient hospital services, organized 
home care, private duty nursing services, physical restorative services 
and dental treatment. There are limits on laboratory and X-rays, 
not to exceed $200 and prescribed drugs not in excess of $350. Now 
that package is developed in such a way as to be of maximum help to 
the person who is involved in a 1-year, 2-year, 3-year, long-term ill- 
ness. Of all of the plans that are before the Congress at the present 
time, this one would go further in taking care of that situation than 
any of the others. 

admit that the others would do more in dealing with first dollar 

costs. 

Senator Dovetas. Now, Mr. Flemming, this may not be a question 
that you want to answer, but it is a question I would like to ask. 

Suppose we could have a plan providing substantially the same 
package of benefits that you propose, based primarily, however, upon 
social security with supplemental payments by the Federal Govern- 
ment or Federal Government and States, for those outside of social 
security, not fully employed, how bitter would be your opposition to 
that alternative? [Laughter.] 

Secretary FLemmine. Well, I think the President has made clear in 
his public statements, and I tried to make clear in my presentation 
to the committee, that we are opposed to traveling the social security 
route. 

The Cuatrman. You are opposed to the Forand bill ? 

Secretary FLemmina. Yes, sir. 

Senator Doveias. You would be opposed—I think you have an- 
swered the question. In other words you are opposed to any use of 
the social security approach ? 

_ Secretary FLemminc. That. is correct. There is another bill pend- 
ing before this committee. I think it was introduced yesterday by 
Senator Javits and seven or eight of his colleagues. Now that ap- 
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proach is somewhat similar to our approach. It does not agree at al] 
points but philosophically 

Senator otoran I thought there had been some process of capil- 
lary exchange of information between Senator Javits and the Depart- 
ment of Health, Education, and Welfare when he introduced that 
bill? 

Secretary Fremminc. Well, let me put it this way: I don’t think 
it would be difficult for us to reach an agreement with Senator Javits 
and those who are sponsoring his bill. 

Senator Doveras. But let me make one final point. 

In other words, your basic objection to the McNamara bill is not 
inadequacy of benefits or the fact that it meets the first dollar costs 
and does not confine itself to the later dollar costs, but to the fact 
that it chooses the social security approach, and even if we were 
to accept all of these other suggestions of yours, but were to operate 
primarily through social security, plus some Federal or State funds 
for those outside social security, you would still be compelled—and 
I use the word “compelled”—to oppose it. 

Secretary Fiemmine. We would oppose it. Senator Douglas, I 
think I should say this also in response to your question: We believe 
very firmly in this concept of a deductible in this picture, and then 
in the concept of some cost sharing, because with those two in for 
the same amount of money, you can go much further in dealing with 
the long-term illness. We feel that the real problem here is the long- 
term illness. 

Senator Doveras. Mr. Chairman, I thank you. And I thank you. 

The CuarrmMan. Mr. Flemming, I think Senator Anderson asked 
you whether you thought this would be a deficit and I understood you 
to say that you did not. 

I would like to call attention to the fact that this morning there was 
a statement made by the Treasury of an anticipated surplus of $300 
million or more and had this bill, costing $876 million been in opera- 
tion, there would then be a deficit of about $500 million. 

Secretary Fremminc. Well, Senator Byrd, in responding to the 
question in that way, I assumed that if we were faced with the neces- 
sity of working an item of this kind into the budget that we undoubt- 
edly would have to make some other hard decisions, on things that we 
would not finance and would not support, in order to support this 
kind of a program. 

That is what I meant by saying that I believed that you could—— 

The Cratrman. In other words, you think this would bring about 
an increase in taxes / 

Secretary Fremminc. Well, it could, but it might bring about a 
reduction in some other expenditures, too. 

The CHarrmMan. What other expenditures ? 

Secretary Fremmrnc. Well, I mean it is just possible that 

The Crarrman. I haven’t seen any expenditures reduced around 
here fora long time. 

Secretary Fiemmine. I realized when I made that statement on the 
basis of your experience and observation you would greet it with some 
skepticism. 

The Cuatrman. Yes. 

Secretary Fiemmrnc. Nevertheless, in the development of a budget 
it is conceivable they might be able to do it. 
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The CHatrMAN. You realize there is a tremendous resistance to 
increased taxes; taxes already are nearly confiscatory. 

I think you indicated you wanted taxes increased in the higher 
brackets. A man who has an income now of $80,000 or more pays 
92 percent above the $80,000. 

That destroys the incentive to invest in enterprises, and so forth. 

Secretary FLemMiInG. Well, Senator Byrd, the point I was trying 
to make is that I would rather, in order to obtain additional revenue 
to deal with a problem of this kind, I would rather rely on the progres- 
sive income tax than I would rely on the payroll tax under social 
security. That was my point. 

The Cramman. The income tax is a very severe tax as it is now 
collected. 

Secretary FLEMMING. That is correct. 

The CuarrMANn. It starts at 18 to 20 percent in the very low brackets, 
and the middle-group people, the middle $10,000 and $15,000 and 
$20,000 people, they pay a terrific tax because their brackets are so 
close together. 

Secretary FLemmine. Right. 

The Coarrman. When you get up around to $40,000 or $50,000, you 
pay 60 percent; when you get above $80,000, as I have just said, you 
pay 92 percent; and if you increase those taxes much more, you are 
going to destroy the incentive so necessary to the business enterprise 
system. 

Secretary FLemMina. Senator, the point I was trying to make with 
Senator Anderson is that you don’t relieve people of a tax burden 
by stepping up the payroll tax. That still is a substantial burden 
also. It isa burden on our economy and that has got to be taken into 
consideration when we face a problem of this kind. 

In other words, there seems to be a feeling in some quarters that 
if we don’t take this out of general revenue but get the revenue by a 
payroll tax that we are relieving ourselves of a tax burden. That I 
don’t see at all. 

I mean it seems to me that is also a heavy tax burden. 

The Cuamman. Now, if you can’t answer this immediately put it 
in the record, this $876 million of new expenditures, which would be 
brought about by your proposal, what increase is that percentagewise 
on the present expenditures for this purpose ? 

Secretary FLemomine. Well, of course, as far as the health insurance 
program is concerned, we don’t have any comparable expenditures at 
all at the present time. Title VI, its additional expenditures of 

$375 million would be related, I assume to the $2 billion that is now 
appropriated for the public assistance programs generally. But the 
health insurance program would be a brandnew type of expenditure 
and it would be a little hard to relate that with something else. 

The Cuamman. Could you give it percentagewise, is it 100-percent 
increase or what is it? Are we going into a completely new field? 

Secretary Fremnina. It is a new area really. That is why I find it 
a little difficult to relate it to something you see. The $375 million 
you can relate very accurately to the $2 billion. 


The CnHatrman. There are some expenditures in some of these 
categories, 
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Secretary Fremmine. That would be about 19, 20 percent there, 

The Cuamman. But the administration recommendations are in q 
new field; are they not? 

Secretary Fiemoine. Yes. 

The CuatrMan. That would be 100-percent increase in those fields, 

Secretary Fiemmine. That is right. 

The CuarrMan. Senator Hartke ? 

Senator Harrxe. Mr. Chairman, I want to thank you for giving me 
a chance, 

Maybe you can hear me all right ; can you? 

Secretary Ftemmine. Yes. 

Senator Harrke. I think you are to be commended for doin 
such a fine job in your statement of outlining the basic need of thege 
people, and I think that you are to be commended for reiterating the 
fact that there is a present need and a human need here. 

What I wondered about is when did the Department of Health, 
Education, and Welfare and this administration become so acutely 
aware of this present human need ? 

Secretary Ftemmine. Well, the first time that the Department of 
Health, Education, and Welfare made a recommendation in this 
area was in 1954, a recommendation that was reported out by the 
House Interstate and Foreign Commerce Committee— 

The Cuarrman. Senator Hartke-—— 

Secretary Ftemmine. And it was turned down by the House. The 
Senate Labor and Public Welfare Committee also reported it out, but 
as I understand it no action was taken on the floor of the Senate. 

The CHarrMan. Senator Hartke, we now find we have to call the 
Secretary back at 2:30 because there are several Senators who desire 
to question him. I am compelled to leave for a very important en- 
gagement in my office. Would you prefer to continue your questions 
now or this afternoon ? 

Senator Harrke. I have no desire. 

The Cuarmmawn. Is it entirely satisfactory if you will excuse me? 

Senator Hartke. Whatever the chairman desires. 

Secretary FLemminc. Would you like me back at 2: 30? 

The CHatrmMan. Yes. 

(Whereupon, at 1:15 p.m., the hearing was recessed to reconvene at 
2:30 p.m. of the same day.) 





AFTERNOON SESSION 


The CuarrmMan. The meeting will come to order. I submit for the 
record the report received from the U.S. Department of Labor com- 
menting on the pending bill. 

(The report referred to follows :) 

U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, July 1, 1960. 


Hon. Harry F. Byron, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 

Dear Senator Byrp: This is in further reply to your request for our com- 
ments on H.R. 12580, the “Social Security Amendments of 1960,” which was ap- 
proved by the House on June 23. This bill is an omnibus bill which makes 
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numerous changes in the social security and employment security systems, and 
which adds provisions for health care for the aged. 

The Department of Labor concurs in general with the objectives of this bill. 
Our responsibility lies particularly with the title V provisions dealing with the 
employment security system which is administered by this Department. We 
note with approval that this title makes a number of desirable changes. These 
include the Department’s recommendations with respect to earmarking the 
Federal unemployment tax; building up the Federal unemployment account to 

550 million or 0.4 percent of aggregate State taxable payrolls, whichever is 
larger; building up an administration account of $250 million; tightening up 
the conditions for advances to States and repayment of such advances; making 
Puerto Rico a part of the Federal-State unemployment compensation system ; 
and several minor extensions of coverage. The bill does not adopt the Depart- 
ment’s recommendations that employ ers be covered regardless of size, that non- 
profit employers be covered, and that the tax base be increased to $4,200. In- 
stead, the bill increases the Federal unemployment tax by 0.1 percent, the entire 
inerease to be collected by the Federal Government. 

There is one provision of title V over which this Department is deeply con- 
cerned. This is the provision which imposes a $350 million ceiling on appro- 
priations for employment security administration by State agencies. Since 
expenditures are now very close to the proposed ceiling, in all probability the 
inevitable increase in costs would make an amendment of the Social Security 
Act necessary in the near future. Little room would be left for inevitable in- 
creases in the costs of operations caused by the constantly expanding number of 
workers and employers, or for temporary increases in costs due to changes in 
employment levels. 

The Department of Labor concurs in the objective of title VI of H.R. 12580 
which amends the Social Security Act to provide for a Federal-State voluntary 
system of medical services for certain needy aged. We defer, however, to the 
Department of Health, Education, and Welfare as to the technical aspects of 
these provisions. 

We also concur in general with the objective of the amendments of the Social 
Security Act provided by H.R. 12580 but again defer to the Department of 
Health, Education, and Welfare on the particular provisions. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


The Cuarrman. We are honored today in having the Senator from 


Michigan, Senator McNamara, the first witness; will you take a seat, 
Senator, and proceed ? 


STATEMENT OF HON. PAT McNAMARA, U.S. SENATOR FROM THE 
STATE OF MICHIGAN 


Senator McNamara. Mr. Chairman, I understand you are ready to 
proceed. 

The Cuarrman. Go ahead, Senator. 

Senator McNamara. I have with me Mr. Sidney Spector, who is 
staff director of the Subcommittee on Problems of the Aged and Ag- 
ing of ye Labor and Public Welfare Committee. 

Mr. hairman, yesterday, in response to what was then the plan 
of your committee, I submitted a brief written statement, in behalf 
of my medical i rth ance proposal, which has been submitted as amend- 
ment 6-24—-60—C to H.R. 12580. 

(Copy of this amendment, with analysis and departmental report 
thereon, appears on p. 451.) 
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Senator McNamara. Now, however, since you have called hearings 
on the bill, I will take this opportunity to present some additional 
remarks. 

I would ask that my previous statement be made part of the hearing 
record, since it complements the remarks I am making today. 

(The brief written statement referred to follows :) 


STATEMENT OF SENATOR Pat MCNAMARA TO THE SENATE FINANCE COMMITTEE 
ON H.R. 12580 


Mr. Chairman, the Committee on Finance has before it an amendment 
(6-24—-60-C) to H.R. 12580, submitted by myself and 23 other Senators. The 
contents of this amendment are essentially the same as 8S. 35038, pending before 
the committee since May 6. 

I will not, in this brief statement, attempt to provide a full explanation of the 
proposed amendment. A lengthy address I made before the Senate when 8. 3508 
(identical with amendment 6—-24—-60—C) was introduced is attached, along with 
comparisons, analyses and other material. 

In short, however, the amendment proposes a system of medical insurance for 
America’s elderly retired citizens. It would provide coverage for approximately 
14.8 million persons. 

Benefits would include hospitalization, nursing home care, home health, and 
diagnostic services and assistance in payment for very expensive drugs. It 
would not include the fees charged by an individual's doctor. 

Financing of the plan for the great majority of the beneficiaries would be 
through a payroll deduction of one-fourth of 1 percent each for the employee 
and employer and three-eighths of 1 percent for self-employed persons. These 
funds would be placed in a special “medical insurance trust fund.” Protection 
for the remainder would be financed by payments from the general fund into 
the trust fund. It is estimated that this portion would cost $350 million a year, 
of which approximately $132 million would be “new” expenditures not now 
made under existing public assistance or veterans programs. It is expected 
that this figure would be reduced as the number of persons outside the OASI 
system declines in years ahead. 

So much for a brief description of the provisions. I would like to emphasize 
to your committee that this is not a hastily drawn proposal, submitted at the last 
moment for effect. While we make no claims of perfection, we can look with 
genuine satisfaction to the vast amount of effort which has gone into this pro- 
posal. 

It is the result of more than a year’s work by the Senate Subcommittee on 
Problems of the Aged and Aging. It reflects the thinking of many experts in 
this field, and we feel the benefit schedule is a balanced one and financing 
methods are sound and workable. 

Above all, however, we are convinced that our proposal answers the need. 
That the need exists is no longer challengeable, in our estimation. The files and 
transcripts of the Subcommittee on Problems of the Aged and Aging are full 
of overpowering evidence of the kind of health problems affecting the elderly, 
and of their inability to adequately finance their own medical care. 

It is encouraging that the need for health protection for the elderly is so well 
established that the only real argument remaining is over the form the protec- 
tion should take. In the past year, a number of proposals have been offered. 
Some of these stress the “voluntary” approach, subsidization of private insurance 
programs, Federal-State plans or additional assistance in charity cases only. 

These proposals have one or more serious flaws. They are either inefficient, 
unacceptable in too many States, deficient in benefits, or they offer their protec- 
tion only to those who are “fortunate” enough to prove they are paupers. 

We firmly believe that health protection for the elderly must be established on 
an insurance basis so that it is an earned right of the American citizen. Weare 
convinced that the vast majority of the American people are perfectly willing to 
finance their future health care at a time when they can afford to do so—while 
they are employed. The most logical and efficient way to accomplish this is 
through a payroll deduction plan. 

To apply a means test, to require the surrendering of dignity and wordly 
possessions to become a charity patient, is repugnant to the American concept 
and desire for an abundant and secure retirement for its elderly citizens. 
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It is, I believe, completely evident to the Congress and to the Nation that the 
next major piece of social legislation enacted will be health insurance for the 
elderly. It will take its place with the original Social Security Act, the wage 
and hours law, and the Employment Act of 1946 as keystones of America’s in- 
ternal greatness and its willingness to meet domestic responsibilities. 

Those who protest the establishment of a health insurance program are, at 
pest, fighting only a delaying action. They will not be able to prevent the adop- 
tion of a program. The major questions remaining are: When will adoption 
come and what will the program contain? 

Although presumably only a few more days remain of the 86th Congress, we 
have the opportunity and the time to pass a proper medical-care program. The 
hearings and tke studies held by both Houses of Congress should contain the 
answers to any questions of detail or content. 

I respectfully urge the Committee on Finance to heed the tremendous popular 
demand and the factual need for a health insurance program for the elderly. 
But, just as important, I urge that the program we adopt be broad enough to do 
the job that must be done. We are confident that our amendment contains such 
a program. 


Senator McNamara, I would like, in these brief comments, to 
enumerate some of the defects of the title VI of H.R. 12580, the medi- 
cal care section, and to point out that, standing alone, it does not 
begin to fill the need. 

First, it ignores altogether the basic idea behind social insurance, 
that payments should be made before, and not during, retirement. 

Under H.R. 12580, those aged who are not covered by the bill would 
be paying Federal, State, and local taxes, for the health care of the 
remaining aged citizens coming under the bill, receiving nothing 
themselves. 

Second, the House bill rests on the undependable formula of State 
matching funds, on a year to year basis, with absolutely no assurance 
of full participation by each and every State. 

Objective study by the American Public Welfare Association re- 
veals that only 15-20 States now can provide average medical care, 
for recipients of old-age assistance. 

Third, the proposal contains a primitive throwback—to the out- 
moded philosophy of the means test. This would penalize those aged 
who have been provident enough to accumulate some savings and 
property of their own. 

To make matters worse, each State would be allowed to set up its 
own separate criteria of who could be eligible. 

As another unhappy consequence, millions of elderly citizens would 
be omitted from protection, despite their inability to afford premium 
costs for really adequate private insurance. 

Fourth, it can only aggravate the problem of having to pay for 
the aged’s medical care costs through relief and assistance programs. 

It means adding to the burdens of the general revenues of the 
Federal, State, and local governments. 

Fifth, no standards of benefits are established, and each State can 
offer as little as it cares to provide in health benefits to its medical 
indigents. 

Benefits would not be determined by the needs of the elderly, but 
by the coffers of and values of the State. This would not be true if 
we adopted the social insurance method. 

_ Sixth, few States, if any, would appropriate enough out of their 
limited resources to finance a program of preventive and restorative 
health services. 
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Elderly men and women, now and in the future, will delay and avoid 
proper medical attention because of their well- founded worries about 
the heavy expenses of adequate medical care. 

These are six major reasons why I firmly believe we cannot permit 
title VI of the bill to be adopted as the answer of the 86th Congress 
to the health needs of the elderly. 

The provisions of the House bill would assist only a fraction of those 
who need help, and even that assistance is extremely limited and 
loaded with fishhooks. 

Naturally, I am proud of the medical care program which 23 of my 
colleagues and I have pending before this committee—as S. 3503 and 
as an amendment to H.R. 12580. 

We believe that this program answers the need, and does so in the 
best possible way, through the social insurance approach. 

However, we are not blinded by any pride of authorship. We ree- 
ognize that there are other proposals which adopt the same basic 
principles. 

The important issue before this committee, and before the Senate 
and the Congress, is the adoption of a genuine medical insurance pro- 
gram that will benefit the majority of our elderly citizens. 

This is a challenge to all of us, and one which I do not think we 
can afford to fail. 

Mr. Chairman, I have prepared or had prepared a brief analysis 
of our bill, and I would like to submit it at this time for the record. 

(The analyses referred to follow :) 


MEMORANDUM BY SENATOR PAT MCNAMARA, CHAIRMAN, SENATE SUBCOMMITTEE 
ON PROBLEMS OF THE AGED AND AGING 


ANALYSIS: RETIRED PERSONS MEDICAL INSURANCE ACT 


Major provisions 

1. Cover under a system of prepaid health insurance all “retired aged” (men 

3. One hundred and eighty days care in a skilled nursing home, or 

2. Provide for 90 days of hospital care per year, or 

3. One hundred and eighty days in a skilled nursing home, or 

4. Two hundred and forty days of care at home in a supervised home health 
program. 

5. Provide diagnostic outpatient services for such items as laboratory tests 
and X-rays. 

4 Pay for a portion of the cost of very expensive drugs. 

Provide for research and demonstration programs to improve quality and 

effic iency of health care. 


Relevant data bearing on the above provisions follow 
1. We estimate that this bill will cover 14.8 million men and women as 
follows: 
11.3 million OAST beneficiaries. 
1.7 million who are receiving old-age assistance and no OAST. 
1.8 million other retired aged—men over 65 and women over 62. 

The act would exclude from its coverage all men and women and their 
spouses who are working full time. In the ordinary case, these men and women 
will be covered by a group health insurance policy. The bill is thus limited to 
the retired aged. 

2. Estimates of cost for the above provisions 

Total cost, computed as conservatively as possible, is estimated at $1,578 mil- 
lion or $106 per capita (i.e., per retired person). 

11.3 million OASI beneficiaries would be financed by a one-quarter percent 
increase in the social security tax on the employee and employer. 
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1.7 mililon old-age assistance recipients would cost $180 million to come 
from general revenue fund. 
1.8 million other persons would cost $190 million; to come from general 


revenue fund. 


$. Hospitalization 
This bill provides for 90 days hospitalization for the aged but aims at reducing 
excessive use of hospitals through the following features : 
Provision is made for diagnostic services as a preventive program. 
An incentive is provided to use nursing homes and home health services in- 
stead of hospitals when not needed, 


4. Skilled nursing home care 

For each day of unused hospital care, the bill provides 2 days of care in a 
skilled nursing home following a physician's certification. Total days author- 
ized, 180. 
5. Home health services 

For each day of unused hospital care, the bill provides 224 days of home health 
services by a community-sponsored agency. Total days authorized, 240. 


6. Outpatient diagnostic services 
The bill provides for preventive services through early diagnosis of incipient 
illness by means of X-ray and other laboratory tests. 


7%. Very expensive drugs 

A portion of the cost of very expensive drugs prescribed by a physician using 
generic names is included in the insurance program. The amount and kind of 
coverage is to be determined by the Secretary after a year’s study. 


8. Effective date 
The bill would provide for phasing the effective dates of the various benefits 
so as to provide an opportunity to build up the financing fund, conduct adequate 
planing, and develop the necessary facilities : 
Hospitalization effective July 1, 1961, and not later than January 1, 1962. 
Nursing homes, January 1, 1963, and not later than July 1, 1963. 
Home health services, January 1, 1962, and not later than July 1, 1962. 
Diagnostic outpatient services, July 1, 1961, and not later than January 
1, 1962. 
Very expensive medicines, July 1, 1962, and not later than January 1, 
1963. 
The Secretary of HEW would be authorized to designate the dates within these 
periods when the act would be effective. 


9. Summary of costs 


The one-fourth percent increase on the OASDI tax on employer and employee 
and three-eighths percent on the self-employed would be sufficient to finance the 
medical benefits for the retired OASI beneficiaries. 

Three hundred and seventy million dollars from the general fund would finance 
the medical benefits for those not eligible for OASI benefits. 

Partially offsetting this $370 million appropriation are current Federal expendi- 
tures for— 


Million 
Medical care under old-age assistance____.______ nsiglainja Bibiana Meitiatats aia a $155 
Medical care for other groups who would be covered_________-_________ 85 


Thus, it is estimated that net additional costs to the Federal Government would 
be approximately $132 million. 


10. Research and demonstration 


The bill would direct the Secretary of HEW to conduct research on the 
health care of older persons and on improvements in the quality and effi- 
ciency of health services. 

The Secretary is also authorized to conduct appropriate demonstration pro- 
grams on how to meet the health needs of older persons as effectively and effi- 
ciently as possible in their communities. 
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11. Other important provisions 
Persons receiving social security benefits or old-age assistance payments are 
automatically eligible for benefits. Other individuals who have not earned jy 
the preceding month more than the amount set in the retirement test under OAgy 
will be covered. 
The Secretary is to publish annually a listing of hospitals, nursing homes, 
and home health agencies which are included for payments under the ag. 
It is expected that for hospitals, the Secretary may use the AHA accrediting 
service ; and that for nursing homes, only those will be included which meet 
adequate standards for care and rehabilitation. 
State health agencies can be given authority to inspect whether standards 
are being met and whether professional services are adequate. 
The bill authorizes the Secretary of HEW ‘io administer the act with a na. 
tional health service advisory council. 
The Secretary may use the services of private nonprofit organizations jp 
administering the program. 
Railroad Retirement and Federal employee pensioners could come under 
the program at any time such legislation is enacted. 


RETIRED PERSONS MEDICAL INSURANCE ACT 
(Introduced by Senator Pat McNamara, May 6, 1960) 
TirLe I—AMENDMENTS TO TITLE II OF THE SOCIAL Security Act 


This bill is an amendment to title II of the Social Security Act to provide 
medical insurance benefits to aged beneficiaries under the OASDI program. 

Section 101(a) of the bill provides for a new section in the Social Security Act 
under which provision is made for the payment of medical insurance benefits 
to aged beneficiaries under the OASDI program. 


MEDICAL INSURANCE BENEFITS 


Sec. 226 (a) (1)—Eligibility for benefits 

Retired persons eligible to OASI benefits would be eligible for medical insur. 
ance benefits under this bill if they have reached the age of 62 for women and 
65 for men. 

A spouse who receives more than one-half support from his or her eligible 
spouse for a year which began no earlier than the calendar year preceding the 
dependent spouse’s attainment of age 62 for women, age 65 for men, would be 
eligible for medical insurance benefits. 

An application for payment must be filed in the form and manner, and by 
such person as shall be prescribed by the Secretary of HEW. 


Sec. 226 (a) (2)—Kinds of benefits 
Medical insurance benefits are to include hospital services, nursing home 


services, home health services, diagostic outpatient services, and very expensive 


drugs. 
Sec. 226(a) (3)—Definition of retirement 

The bill defines a retired OASI beneficiary as (a) anyone who had total 
earnings of less than $2,000 in a calendar year preceding illness, or (b) anyone 
in the above ages who did not earn more than $100 in wages and was not self 
employed in 3 months in a calendar year preceding his illness, or (¢c) had at 


tained age 72. The calendar year could not be earlier than the calendar yeat | 


preceding attainment of age 62 for women and 65 for men. 

For purposes of the definition of retirement under this section an individual 
shall be deemed not to have engaged in self-employment in any month in which 
he renders services in his business in less than 8 days during that month. 


Sec. 226(a) (4)—Amount of benefits 

Hospital services: 90 days in any calendar year. 

Nursing home services: 180 days. 

Home health services: 240 days. 

Diagnostic services to the extent established by regulation of the Secretary 
of HEW after study and consultation with the Advisory Council. 
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Very expensive drugs only to the extent set by the Secretary in regulations 
after study of the subject and consultation with the Advisory Council. 

This paragraph also defines one unit of service as (@) 1 hospital day or (b) 
2 days of nursing home service or (c) 2% days of home health services. No 
person can receive more than 90 units of services of any combination of hospi- 
tal, nursing home, or home health services in any calendar year. 

Sec. 226(a)(5)—Referral and recertification by physician 

To be eligible for benefits an individual must be referred to the hospital, nurs- 
ing home, or home health service agency by a physician who certifies that such 
services are required for the individual’s medical treatment. Periodic recer- 
tification at specific intervals—to be established by the Secretary—would be re- 
quired as a condition of continuing eligibility during the period of illness. Re- 
ferral would not be necessary in emergency cases. 


Sec. 226(a) (6)—Applications for payment 


Applications for the payment of medical insurance benefits, except for very 
expensive drugs, may be filed no earlier than 3 months before or no later than 
12 months after the beginning of a period in which covered health services were 
furnished. With respect to very expensive drugs, application would have to be 
filed within such time as the Secretary of HEW would by regulation prescribe. 


See, 226(b)—Determinations of eligibility 


The Secretary would have authority to make and review determinations of 
eligibility for medical insurance benefits. Payment of monthly OASI benefits 
other than disability insurance benefits would be conclusive evidence of the at- 
tainment of retirement age. 


Sec. 226 (c)—Definitions 


(1) Hospital services—These are inpatient services including all of the 
regular services provided by a hospital. Provides for semiprivate accommoda- 
tions, unless other accommodations are required for medical reasons, medical 
service, nursing and such other services customarily provided by hospitals. Does 
not include services provided in connection with cosmetic or plastic surgery for 
beautification. 

(2) Nursing home services.—-This includes skilled nursing care, related med- 
ical and personal services and bed and board furnished an individual as an 
inpatient. 

(3) Home health services.—These are visiting nurse and allied services pro- 
vided by a nonprofit home health service agency in the patient’s home. They 
include various kinds of therapies, medical social services, and homemaker 
services. 

(4) Diagnostic outpatient services.—These are X-ray, laboratory, and other 
diagnostic services provided by a hospital on an outpatient basis as prescribed 
by a physician. 

(5) Very expensive drugs.—These refer to drugs prescribed by a physician 
using generic names and the cost of which is in excess of an amount fixed by the 
Secretary. Drugs prescribed by brand names would be included if the phy- 
sician’s prescription states that no substitution may be made. 

Sec. 226(d)(1)—Agreements with providers of health services 

This paragraph provides that the Secretary shall publish lists of hospitals, 
nursing homes, and home health service agencies, licensed pursuant to State law, 
which meet standards prescribed by him. Such institutions are eligible for pay- 
ment under this section if an agreement to make no charge to eligible individ- 
uals for covered services is filed with the Secretary. This paragraph provides 
that the Secretary may take account of standards set by nationally recognized 
accrediting bodies. He may also delegate responsibility to appropriate State 
agencies to assist in determining whether standards are being met. 

Agreements may be terminated by providers or by the Secretary under regula- 
tions to be established. 

Services furnished by mental and tuberculosis hospitals are excluded. 

(d@) (2) *ayments may be made to hospitals not listed by the Secretary for 
emergency services furnished to eligible persons. 

(7)(3)—Payments to hospitals for hospital service and outpatient diagnostic 
service would be equal to the cost of rendering the service, and the method of 
determining such cost shall be prescribed by regulations after consultation with 
the Advisory Council. 
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(d)(4)—No payments can be made for hospital services where the patient 
is entitled to hospitalization under workmen's compensation legislation, except 
in special situations where entitlement under workmen’s compensation has not 
been finally determined and arrangements have been made for reimbursement 
of the trust fund if the claim under workmen's compensation law is sustained, 
No payment can be made for hospital services if the hospital is obligated py 
law or by contract with a political entity to furnish service at public expense 
and without employing a means test. 

(d) (5)—Payment to nursing homes and for home health services shall be 
based on the reasonable cost of rendering service. 

(d) (6)—This paragraph provides for the payment of only that part of the 
cost of very expensive drugs which exceeds the amount fixed by the Secretary, 
Payment is to be based on reasonable cost of the drugs, plus such percentage 
as may be determined by the Secretary after consultation with the Advisory 
Council to provide adequate compensation to the pharmacy for its services in 
furnishing the drugs. Payment may be made to any licensed retail pharmacy 
which has entered into an agreement with the Secretary. : 
(d)(7)-(9). No interference in administration 

This is a definite statement—that no supervision or control over the adminis. 
tration or operation of any agency which has entered into an agreement with 
the Secretary under this section is permissible. 

(d@)(10)—Payment for covered services would be made from the Federal 
medical insurance trust fund. 

Sec. 226(e)—Free choice by patient 

This subsection asserts the absolute free choice of an individual to secure 
hospital services, nursing home services, home health services, or diagnostic 
services, from any facility which he selects and which is listed by the Secretary 
as eligible to provide the class of services. It also asserts that he may obtain 
very expensive drugs from any pharmacy which has entered into an agreement 
with the Secretary. 


Sec. 226(f)(1)—Creation of National Medical Insurance Benefits Advisory 
Council 


This section provides for the creation of the National Medical Insurance 
Benefits Advisory Council composed of the Commissioner of Social Security and 
the Surgeon General of the Public Health Service as cochairmen, and 12 mem- 
bers appointed by the Secretary, 4 of whom would be representatives of the gen- 
eral public, and the remaining members outstanding people in the hospital and 
health field. Each is to have a term of 4 years on a staggered basis. The Ad 
visory Council is authorized to appoint special committees for particular pur 
poses and will meet as necessary, but not less than once a year. 

(f)(2)—The Advisory Council or a technical committee appointed by the 
Council would have the duty of studying the operation of this section of the 
act. 


Sec. 226(g) (1)—Use of private, nonprofit organizations 


It is within the discretion of the Secretary to use the services of private, 
nonprofit organizations in the administration of this section of the act. 


(9) (2)—Method of payment for health services 

Payments to participating private, nonprofit organizations for costs incurred 
in the administration of the program, and as reimbursement for amounts paid 
to providers of service, would be made from the Federal medical insurance 
trust fund. 


Sec. 101(b) of the bill—Creation of Federal medical insurance trust fund 


This section creates the Federal medical insurance trust fund in addition 
the OASI trust fund and the disability trust fund. It provides for the alloca- 
tion of a specified portion of social security taxes to this new trust fund. The 
section authorizes for fiscal year ending June 30, 1961, to December 31, 1971, 
appropriations to the medical trust fund of revenue derived from one-half of 
1 percent increase in the OASI tax, three-fourths of 1 percent beginning Jant- 
ary 1, 1972. On self-employed the tax would be three-eighths of 1 percent until 
January 1, 1972, and nine-sixteenths of 1 percent thereafter. 
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Section 101(c) of the bill sets forth the phasing schedule with respect to 
the effective dates of the various benefits. 

Hospital services: Not earlier than July 1, 1961, or later than January 
, 1962. 
. Nursing home services: Not earlier than January 1, 1963, or later than 
July 1, 1963. 

Home health services: Not earlier than January 1, 1962, or later than 
July 1, 1962. 

Diagnostic outpatient services: Not earlier than July 1, 1961, or later 
than January 1, 1962. 

Very expensive drugs: Not earlier than July 1, 1962, or later than Jan- 
uary 1, 1963. 


TITLE II—MEDICAL BENEFITS FOR RETIRED AGED NOT ELIGIBLE FOR SUCH BENEFITS 
UNDER TITLE I OF THIS ACT 


This title creates a new title XVI in the Social Security Act to provide medical 
penefits for those aged persons not eligible for benefits under the OASI program. 

Section 201(a) of the bill amends the Social Security Act by adding a new 
title. 


Section 1601(a) 


Provides that persons not eligible for OASI benefits may be eligible for medical 
insurance benefits if they are residents of the United States, have attained 
retirement age, and meet the retirement test as provided in section 226 of title II 
of the act. The amount and kind of benefits payable and the conditions under 
which they would be paid are the same as provided in section 226 of the act. 
Benefits would be payable for 90 days of hospital services, 190 days of nursing- 
home services, and 240 days of home health services. 


Section 1602 


This section authorizes appropriations to the Federal medical insurance trust 
fund necessary to meet payments for persons eligible to receive benefits under 
this section—i.e., retired persons not eligible for OASI benefits. Appropriations 
would come out of general revenues. 


Section 1603 


Payments made under this title would be made from the Federal medical 
insurance trust fund. 


Section 1604 


This section excludes all those eligible to an annuity or pension under the 
Railroad Retirement Act, or eligible to receive an annuity under the Civil Service 
Retirement Act, and their spouses. However, title IV of the bill is a declara- 
tion of policy which states that it is the intent of the Congress to make avail- 
able, as soon as possible, to those receiving railroad retirement and civil service 
retirement annuities the same type of services made available by this act to 
those receiving OASI benefits. 


TITLE Ilr 


Amends appropriate sections of the Internal Revenue Code of 1954 so that 
the total social security tax can include the additional tax authorized in title I 
of this bill. 


TITLE IV 
Section 401 


This section is a declaration of policy by the Congress to include, as soon as 
possible, persons receiving annuities under Railroad Retirement Act and Civil 
Service Retirement Act. 


Section 402—Research and demonstration on health needs 


This section directs the Secretary to conduct a continuing study and investiga- 
tion of the health needs of older individuals and the means for meeting these 
needs most effectively and efficiently. It also authorizes appropriate demonstra- 
tion programs in this field. 
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Senator McNamara. I would further like to ask that the remarks 
that I made in connection with the presentation of our bill in the 
Senate, of which I have a copy here, be published at this point in the 
record. 

The CuarrmMan. Without objection, those insertions will be made 
in the record. 

Senator McNamara. Thank you. 

(The statement referred to follows :) 


{Congressional Record, Thursday, June 2, 1960] 
Tue Rerirep PERSONS MEDICAL INSURANCE ACT 


Mr. McNAMARA. Mr. President, the Senate Subcommittee on Problems of the 
Aged and Aging has completed another series of hearings—the first of its actiyi- 
ties of the 2d session of the 86th Congress—as authorized by Senate Resolution 
266. 

These hearings dealt with a topic which the majority of the subcommittee 
stated, in a report on the first year of its investigation, to be the No. 1 priority 
item for action by the Congress in the field of aging. 

I refer to the topic of adequate health services for the aged, and the problems 
they and their families face, in finding an effective means of financing such health 
services. 

Detailed analysis and statistical documentation of the need for action in this 
area of social legislation are set forth in the report of the subcommittee and ip 
the 6 days of hearings in April. 


rHE SPECIAL HEALTH PROBLEMS OF THE AGED 


From a narrow point of view, it might be said that there are no unique health 
problems of the aged, that many children have had diseases that many old persons 
have had, and vice versa. 

But this is really quibbling. The aged do have special health problems, 

For example : 

First. In 1957, nearly 8 out of 10 noninstitutionalized aged persons, over 11 
million, that is, had one or more chronic ailments. 

A large part of such ailments consisted of heart trouble, arthritis, diabetes, 
and kidney disease. 

Putting chronic ailments in terms of all ages, only 4 out of 10 are so afflicted. 
Compare this with the 8 out of 10 among the aged. 

Second. Of the 10 million cases of heart disease—including high blood pres- 
sure—4 million, or 40 percent, are among people 65 years of age and older. 

In other words, the aged make up less than 9 percent of the total population 
but 40 percent of all cases with heart trouble. 

More than one-fourth of all the aged have such conditions. 

Third. More than half of the aged with chronic conditions are limited in their 
activity. 

Fourth. While only 3 percent of the total population have limitations in 
mobility, 19 percent of the aged—six times greater than the general population— 
find it difficult to get around. And I am referring only to the nonirlstitutionalized 
aged. 

Fifth. The aged suffer mostly from long-term chronic conditions, not from 
short-term acute ones, a point frequently neglected in most health insurance pro 
grams today. 

As a result, they stay in hospitals two to three times longer than the younger 
age groups. 

Sixth. Ironically, many of the aged have handicaps which could have been 
prevented—if the disease or injury had been treated properly from the beginning. 

Mr. President, I ask unanimous consent to include at the end of my remarks 
tables which indicate, in detail, the extent to which the aged do have special 
health problems of their own. 

The PRESIDING OFrricer. Without objection, it is so ordered. 

(See exhibit 1.) 
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THE FINANCIAL PLIGHT OF THE AGED 


Mr. MoNamara. I believe that organized medicine is doing a disservice by 
manipulating the data on the financial status of the aged in such a way as to give 
the impression that our retired Americans are financially able to meet their 
medical bills and pay for insurance premiums without any legislation along the 
lines Iam about to propose today. 

According to some publications of medical organizations, one would almost be- 
lieve that our aged fellow citizens are really the wealthiest people in America, 
But let me set the record straight. If we look at our senior citizens as individuals, 
a method developed by that most reliable agency, the Census Bureau, we find that 
in 1958, among men 65 and over the median income was $1,488. 

Taking men and women together, about 80 percent of them have less than 
$2,000 annual income, and about 60 percent have less than $1,000 income. 

Keeping in mind that the Secretary of Health, Education, and Welfare has indi- 
cated that, on the basis of a very low-cost food budget, an income of less than 
$2,560 for an elderly couple is “uncomfortably low,” we find the following: 

In 1958 about 3 million families headed by individuals over 65 received less 
than $2,500 in income. This makes at least 6 million men and women with such 
income or less. 

Then we have to add at least 2 million unrelated aged individuals who received 
less than $1,500, a figure which is considered quite low in terms of adequacy. 

In other words, at least 8 million aged citizens living in what, at today’s prices, 
can only be poverty. 

Opponents of health insurance legislation try in desperation to cloud the issue 
by claiming that income is not the best, or only way, to measure the financial 
ability of the aged; that even though their income is low they have plenty of 
assets. 

It is claimed that in the past several years their asset status has been better 
than that of all other age groups. Again, let us get the record straight. The 
economists for the AMA might be getting a pat on the back from their employers, 
but I can assure Senators that their professional reputation among fellow econ- 
omists has not been improved. 

To begin with, people with low incomes happen also to have low liquid assets, 
by and large. 

For example, in the Federal Reserve Board’s Consumer Finance Survey for 
early 1959, among spending units with aged heads who had incomes of less than 
$3,000, 56 percent had liquid assets of less than $500. But among those units 
with incomes of $3,000 to $5,000, only 30 percent had liquid assets of less than 
$500. 

Second. In the 10 years since 1949, there has been no important progress in the 
proportions of aged heads of spending units with no liquid assets at all. 

In 1949, the percentage was 32 percent. In 1959, the percentage was 29 percent 

In absolute figures, of course, there was actually a retrogression. In 1949, 
at least 3.9 million spending units with aged heads had no liquid assets. But 
by 1959, 10 years later, there were at least 4.6 million of such spending units with 
no liquid assets at all. An additional 3 million had liquid assets of less than 
$500. 


In other words, at least 7.6 million elderly persons had liquid assets of less 
than $500. 

I have used the term “at least” because, in reality, the Survey of Consumer 
Finances does not get to those aged with the definitely lowest financial status. 
The survey, therefore, excludes the less favorably situated oider Americans in its 
tables. 


In other words, there are more than 7.6 million aged spending units with liquid 
assets between zero and $500. 

Furthermore, the statistics of the Survey of Consumer Finances do not take 
into account the changes in the purchasing power of these assets—nor the 
increase in medical costs for the aged—since 1949. 

Now what about income from assets? The best material we have on this is 
from the 1957 social security beneficiary survey, which reported that 41 percent 
of the married couples had no income from assets, and that the median for those 
married couples with some asset income was the grand sum of $180 for the entire 
year of 1957, 

Among single retired workers, 55 percent had no asset incomes, while the 
median for those with some income from assets was $102 for 1957. 
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For widows receiving OASI benefits, 48 percent had no asset incomes, and 
those with any asset income had a median of $149. 

For that same year only one out of every six couples had asset incomes of 
$600 or more. One out of every 8 aged widows and 1 out of every 14 Single 
retired workers received the same amount or more. 

Let me repeat the point made earlier, that people with low incomes generally 
have low liquid assets. We cannot ignore this fact. This fact ‘tends to be 
neglected by those who say that even if the aged have low incomes they haye 
other means of financing their medical care, that they have savings, that they 
have equities in their homes, that they have cash values in their life insurange 
policies. 

But even the Health Information Foundation, sponsored by the drug companies 
of the country has reported recently that among the aged interview by their 
pollsters, no more than slightly over one-half had more than one source of asset 
income to help meet an expensive medical bill. The remainder, about 47 percent, 
had only one such source, or none at all. 

The research director of the Health Information Foundation, Dr. Odin Ander. 
son, in speaking 5 years ago about the use of assets to pay for medical bills 
of all ages had this to say: 

“A very crucial assumption—and also self-evident—is that adequate services 
for the care of long-term illness cannot be wholly financed from savings such ag 
liquid assets, personal property, and other personal effects and assets which are 
regarded as the normal birthright of a hard-working and provident American, 
(From paper presented at 1955 meeting of American Public Health Association.) 

If it is self-evident for the general population, how much more obvious and 
self-evident it is that the care of long-term illness for the aged cannot be financed 
from such sources. 

If we do not agree with this proposition, then the logical alternative is to 
require that senior citizens sell or borrow on their homes. 

We would also have to require the aged to use up their savings, sell their 
modest amount of bonds, and cash in their life insurance. 

The AMA has publicized a survey which asked older persons how they would 
pay a $500 medical bill, and then explained the answers to mean that only 96 
percent could not pay such a bill. 

However, the research director of the survey, Dr. Ethel Shanas, has stated: 

“Almost half of all people could not manage a medical bill as large as $500" 
(in Public Welfare, April 1960). 

The real meaning of the AMA’s own interpretation is that they apparently 
would expect the other 90-plus percent of older Americans to finance such bills 
through using up their assets. 

This amounts to about 12 million men and women over the age of 65 who would 
be expected to finance all or part of their medical bills by using up such assets. 

Mr. President, am I wrong in stating this great and wealthy Nation had 
declared, by passing the Social Security Act a quarter of a century ago, that 
the means test was a degrading and reprehensible concept in providing for the 
general welfare? 

If we follow the implied advice of the AMA, are we not going back, not & 
quarter of a century, but rather three whole centuries, to the poor laws of 
medieval England? 

That is what we would be doing if we follow such backward counsel: after 
the aged dry up their assets for one illness, they would then have to apply for 
charity medical care, if they are not too proud to subject themselves to such 
a humiliating process. 

If all our aged fellow Americans were willing to do this, then and only then 
could it truly be said, as the AMA does say, that no aged person needs to g0 
without medical attention—regardless of financial ability. 

Must I elaborate on the glaring defects in such a philosophy of medical care ia 
the 20th century? On the quality of charity medical care? On its omission 
of any preventive approach? On the greater burden that would be placed on 
the physicians now already giving free and reduced-fee services? On the hot 
pitals, the local communities, and the States, all of which ean hardly be expected 
to meet the health needs of an ever-increasing population of aged men and 
women? 

Mr. President, at this point I should like to refer to some of the findings of 
the University of Michigan’s study of hospital and medical economics bearing 
on income, assets, insurance covereage, medical expenses, and so forth, of differ 
ent age groups and families of varying sizes. 
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“There is good reason to believe,” quoting from the testimony, “that the rela- 
tionships shown between age, income, need for medical services, and resources 
available to meet these needs are probably applicable to the balance of the 
country without significant deviation.” ; 

Here are some of the basic findings in this highly refined analysis of the 


lem : 
Pears. Income is the overwhelming determinant of the ability to get needed 


medical care. 3 

Second. Income is inversely correlated with age. The older the person, the 
less his income. 

Third. This significant correlation holds true even when an allowance is 
made for the smaller family size of aged households. 

Nearly three-fifths of the low-income aged individuals in Michigan have no 
health insurance, as compared with less than one-third of the low-income younger 
individuals. 

Even among the higher income aged individuals, more than two-fifths have 
no insurance, which is double the figure for all individuals, regardless of age. 

Let me give another type of contrast. Keeping in mind that a higher propor- 
tion of the younger age groups than of the 65-and-over population is better off 
when it comes to income, even when allowing for larger family size, the fol- 
lowing is highly pertinent : 

First. For high income individuals aged 45 to 64, only 16 percent would have 
zero to one-half of their hospital medical bills paid for by insurance. 

Second. In sharp contrast, 66 percent of the low-income aged individuals would 
have no more than one-half of their hospital medical bills paid for by insurance, 

The two figures to compare are the 16 percent and the 66 percent—quite a gap. 
And these statistics do not even take into account that the average per capita hos- 
pital bill for the low income aged in Michigan was two to three times the bill 
for the 45 to 64 year olds. 

In other words, their hospital bills are higher, but they have less protection 
against such bills through hospital insurance. 

Taking into account the smaller size of the families with aged heads, two- 
fifths of such families in Michigan had incomes under $1,050, but less than one- 
fifth of younger families had such low incomes. 

For low-income aged individuals, less than one-third have available any home 
care in case of sickness, whereas for low-income younger individuals, one-half to 
three-fifths would be able to have home care, that is, another able member of the 
family not regularly working outside the home. 


THE ROLE OF VOLUNTARY HEALTH INSURANCE 


The University of Michigan study leads me naturally to another basic point 
involved in the controversy over the financing of medical care for the aged; 
namely, the role of voluntary health insurance in meeting the problem. 

Here, perhaps, we come to the heart of the matter. And in discussing this as- 
pect of the controversy, I want to concentrate on four crucial questions: 

First. The estimates of how many aged persons now have protection through 
hospital insurance. 

Second. The adequacy of such coverage. 

Third. The projections of how many aged will be covered in the future. 

Fourth. The potential effect of Federal legislation on the private health in- 
surance companies, 

1. CURRENT COVERAGE 


First of all, let me emphasize that despite all efforts on the part of the sub- 
committee staff we have not been provided with reliable information from the 
insurance companies on how many aged persons they now have on their rolls. 

Even under direct questioning during our hearings, the insurance companies 
who testified declined to give the subcommittee any precise data. 

In the questionnaires mailed to the companies scanty information was pro- 
vided, even though the subcommittee promised to keep the names of the com- 
panies confidential. 

The significance of such lack of figures is that there is no basis, therefore, for 
the widely advertised claims of the companies that they are meeting the prob- 
lem today, or that they will have almost completely solved the problem at some 
date in the distant future. 
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Nevertheless, the Secretary of Health, Education, and Welfare has provided ug 
with some estimates as to how many are covered as of 1960. 

I emphasize the word “estimates.” They are based on the assumption that 
the increases in older persons covered by insurance have continued at the same 
rate as prevailed between 1951 and 1957. 

Let me repeat: the current estimates are based on an assumption. It is just 
as plausible to reason that a plateau may have been reached by 1957 and that the 
number with such insurance is decreasing because of the increasing cost of 
the premiums. 

But even accepting the assumption of the Secretary of HEW, there are now 
perhaps 644 million elderly Americans who have some type of health insurance 
coverage. 

Mr. Flemming testified during our hearings to this effect. This means that 
about 914 to 10 million persons over 65 still do not have any insurance. 

This figure includes about 244 million persons on old-age assistance, some of 


- 


whom are eligible for varying amounts and qualities of medical care. 
2. ADEQUACY OF CURRENT COVERAGE 


This brings me to the next point, for the estimated 644 million persons now 
covered, just how good is the protection they have? There are several ways of 
measuring the adequacy of coverage. 

For example, the social security survey of beneficiaries in 1957 reported that 
among hospitalized insured couples, 73 percent had zero to one-holf of their 
medical costs met by insurance. 

Only 27 percent had more than one-half of costs met by insurance. 

In the same survey, only 14 percent of all beneficiary couples had some of their 
medical costs covered by insurance. 

In other words, as of 1957 insurance policies met very little of the medical 
costs of the social security beneficiaries, and these beneficiaries are better situ- 
ated, financially, than other retired Americans. 

A second way of measuring adequacy is to examine the premium costs relative 
to the benefits provided by such premiums. 

For example, an individual would have to pay 80 percent more in premiums, 
often 100 or even 300 percent more, when converting a group policy after retire 
ment for a policy with the same benefits as before retirement. 

In other words, the retiree would be required to pay more in dollars for the 
same benefits. 

Other examples involve not only slightly higher premiums, but a sharp de 
crease in benefits. 

This is a crucial point to the retiree, because he suffers a sharp decrease in 
income when he leaves employment, only to find himself faced with an increase in 
the cost of his hospital insurance—and his risks of illness are increased as he 
gets older. 

A third way of measuring adequacy is to inquire into what kinds of benefits 
he would get, for example, through a typical $6.50 per month policy. 

To cite an example, one important company in this field provides for $6.50 
for an individual per month the following benefits: Up to $10 per day for 31 
days; up to $200 for surgery in or out of the hospital; up to $100 for miscel- 
laneous hospital expenses. 

There is, we should note, a 6-month waiting period for protection against any 
illness or accident previously experienced by the policyholder. 

The company guarantees against cancellation of the policy, or raising the 
premium, unless it does the same for all policies in the individual’s State asa 
group. 

One of the basic weaknesses, if not the basic weakness of such policies, 
that they are not based on a philosophy of preventive medicine. 

A truly balanced approach to the health problems of the aged must include 
provisions for diagnosis, followup, and restorative medicine. 

Furthermore, these policies are not geared enough to the chronic illness 
problem of the aged. 

More specifically, we should note that “up to $10 a day” is far short of the 
typical $25-to-$30-a-day charge by hospitals around the country. 

Also the 6-month waiting period for protection against preexisting medical 
conditions is a great obstacle to meaningful protection. 

Furthermore, the guarantee against cancellation is not universal for all polk 
cies, and “cancellation” is not the same as nonrenewal. Actual cancellation cat 
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occur at the end of the period for which the policy covers the insured person, ex- 
cept the word “cancellation” is not used in such cases. They call it, instead, 
nonrenewal. 

In this connection let me cite the testimony of Frank van Dyke, a professor 
of administrative medicine of Columbia University, based on his study for the 
New York State Department of Insurance: 

“An infinitesimal fraction of nongroup policies were lifetime, noncancelable, 
guaranteed renewable, and a small fraction were noncancelable, guaranteed re- 
newable, up to a specified age limit. 

“In the course of 1 year several thousand policies were canceled, restricted by 
rider, rescinded, or compromised by cash settlements upon agreement of the 

licyholder to terminate the policy.” 

The other findings of this study of New York insurance practices were that 
most group policies ended with the individual’s retirement from a job, and that 
most of those group policies which did not end with retirement provided only 
reduced benefits to the policyholder. 

Less than one-fourth of group policyholders had the right, in 1958, to convert 
their policies. And of this small percentage, four out of five had to take 
reduced benefits. 

That is, less than 5 percent of all group policyholders could convert with no 
reduced benefits. 

Six dollars and fifty cents a month, of $156 a year for an aged couple, is, 
furthermore, quite a burden for millions of aged Americans. 

There is a contrast between the nature of the medical needs of the aged, 
such as diagnoses and long-term illness and the emphasis in current insurance 
programs on short-term illness and acute emergencies. 

Mr. President, in this analysis of the private insurance approach to the prob- 
lem, it is not my intention to criticize the motives of the insurance industry, 
nor their willingness to solve the problem. 

My fundamental point is that I have very strong doubts about their ability to 
solve the problem. 

Why is that the case? It comes down to the undeniable fact cited by Business 
Week magazine in its recent article on the subject: 

“The problem basically is that the aged are high-cost, high-risk, low-income 
customers. Their health needs can be met only by themselves when they are 
younger or by other younger people who are still working. The only way to 
handle their health problem, therefore, is to spread the risks and costs widely. 
And that can best be done through the social security system to which employers 
and employees contribute regularly.” 

In other words, the essential weakness of the private insurance approach is 
that it must necessarily be based on experience rating. 

That is, it discriminates against high-risk groups of men and women, even in 
the case of converted group policies. 

One footnote should be added to this analysis of private insurance: 

While the insurance companies have advertised and testified as to the great 
progress they are making, and to the wide variety of benefits they are just 
beginning to make available, it is also true that many of these companies do 
not operate in certain States; that many of the policies are available for only a 
specified, limited time of application, in only certain States. 


3. PROJECTIONS OF COVERAGE IN THE FUTURE 


Let us assume for the moment that the weaknesses I have outlined do not 
prevail, that existing and proposed benefits continue in the field of private, or 
so-called “voluntary” health insurance, that such insurance is adequate for those 
who have it. 

Under these conditions, just how many aged Americans can we expect to 
have health insurance in the future? 

Secretary Flemming’s excellent staff of technicians have projected a figure of 
56 percent—that 56 percent of our aged citizens might have coverage by 1965. 

Even if this estimated 56 percent had adequate coverage, which is stretching 
it a bit, we would still have, as of 1965, 8 million senior Americans without any 
type of insurance. 

This is far too many human beings who would be left out in the cold, dismal 
area of basic human needs. 

Let us remember, the 56 percent figure is only a projection based on many 
optimistic assumptions such as those I mentioned earlier. 
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Mr. President, the Constitution charges Congress with providing for the 
general welfare. } 

The traditional and authorized purpose of government is, to quote Lincoln, “to 
do for a community of people whatever they need to have done but cannot do 
at all. or cannot do so well for themselves, in their separate and individual 
capacities.” 

The aged of America cannot do at all, or cannot do very well, for themselves, 
when compelled to meet the increasing costs of medical care—in their separate 
and individual capacities. 

The so-called compulsory feature of our proposal is no more onerous than 
social security deductions. Federal deposit insurance, or taxes to pay firemen 
and policemen. 

The Federal Government, by collecting a modest amount from each member 
of the younger working population and his employer against the costs of hos- 
pitalization and other medical services in retirement, will be meeting its legiti- 
mate purpose and duty. 

“No democratic government,” writes Business Week, “can refuse to grapple 
with a problem of such demonstrated urgency and importance. The issue can- 
not be evaded and, before it becomes a political football, the politicians of both 
parties should accept responsibility for finding the best possible answer in the 
shortest possible time.” 

In the same article the editors of Business Week conclude, after studying last 
year’s report of the Secretary of HEW, that the social security approach is the 
best way of facing up to this urgent problem. 

What the early advocates of the social security approach have been saying for 
the past several months has now been accepted by this leading publication in the 
business world. 

And why not? This is not a matter of ideology. It is a case of just plain 
commonsense—and dollars and cents. 

I ask unanimous consent that the text of the Business Week editorial, and a 
similar one from Life magazine, be printed in the Record at the conclusion of 
my remarks. 

The PrestptInc Orricer. Without objection it is so ordered. 

(See exhibit 2.) 

Mr. McNAMARA. Mr. President, given the need, given the income status of the 
aged, given the limited potential of private health and hospital insurance, given 
the proven practicality of the tried-and-true social security mechanism for pro- 
viding basic retirement income and disability benefits, there is simply no other 
alternative but the one we are espousing here. 

In just a short 2 to 5 years after this program is in operation, I am sure we 
will be listening to speeches from our friends in the American Medical Associa- 
tion, the American Hospital Association, and even the Indiana Funeral Directors 
Assoication, proclaiming how life is so much better in America as a result of 
this and similar legislation. Until them, however, we will hear the usual argu 
ments against social progress. 

Many of the insurance companies, along with the AMA, have been using the 
argument that this legislative proposal would constitute a permanent solution to 
a temporary problem. 

Just how long is temporary, anyway? Are they aware of the fact, for ex- 
ample, that a 65-year-old American today can expect, on the average, to live 
another 14 or more years? 

Are they, therefore, suggesting that we wait 1% decades before considering 
such legislation ? 

Call it political motivation if you will, but I see it as responding to a need 
for a practical solution to this hnman problem now. 

Now, and not in 1975, or even 1961. 


4. THE EFFECT OF FEDERAL LEGISLATION 


The charge has been made that this legislation would adversely affect the 
finanvial standing of insurance companies and nonprofit plans offering policies 
for old-age health protection. 

I doubt very much that the insurance industry would wither on the vine, no 
more gy it has withered as a result of our old-age benefit program under social 
security. 


In fact, private pension insurance has grown tremendously in the last % 
years. 
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I think the charge should be turned around and put in the form of a more im- 

rtant question: What will be the effect on current health insurance programs 
if there is no Federal legislation ? 

Certainly, in the case of the nonprofit insurance plans, the ones that currently 
insure the majority of the aged who are covered, such as Blue Cross, such legisla- 
tion would be their salvation. 

Let me cite one example. The Arkansas Blue Cross-Blue Shield plan, as of 
the end of 1959 had only a little more than 5,000 persons 65 and over covered by 
its policies. R 

But even with this small number of aged subscribers, the Arkansas plan was 
forced to absorb a loss of over $83,000 in 1959 to pay for their hospital and 
surgical expenditures. | 

This amounts to slightly more than $16 loss beyond income from premiums for 
each of its aged policyholders. 

Is anyone suggesting that the Arkansas Blue Cross-Blue Shield plan add to its 
rolls all of the 187,000 elderly citizens of Arkansas? 

At the rate of loss the plan is now enjoying, that would put the Arkansas 
Blue Cross-Blue Shield only $3 million in the red. 

Is it really so horrible that Federal legislation would prevent such results? 

I could cite other examples in detail. Let me, however, merely call attention 
to the fact that in 1959 the Texas Blue Cross-Blue Shield plan in Dallas, with 
nearly 44,000 aged enrollees, experienced a $1,600,000 loss as a result of insuring 
the elderly. 

In 1958, the New Jersey Blue Cross-Blue Shield, with over 72,000 aged sub- 
scribers, had a loss of $1.9 million as a result of insuring the elderly. 

As a result, in 1959, New Jersey Blue Cross was forced to raise drastically the 
premiums on their policies. 

The examples I have cited of Blue Cross experience are not exceptions, I 
assure the Senate. These experiences should immediately raise the question: 
If the private nonprofit insurance plans, which are the cheapest and the best 
and which cover the largest portion of insured aged, like Blue Cross, if they 
continue to suffer such deficits, how can the commercial companies provide ade- 
quate coverage at a decent cost for the aged and still make a profit? 

The answer is that they cannot. If they are going to stay in business and 
still insure the aged, they must raise the premium and reduce the benefits. 

Therefore, if we continue the Blue Cross approach we will encourage greater 
and greater deficits. 

If we continue the commercial policy approach we will have to tolerate fewer 
benefits at a higher cost. 

The result of either approach is chaos, along with a limit to the number of 
aged covered by voluntary insurance. 

I do not think, either, that a Federal-State subsidization of the voluntary 1in- 
surance plans is the answer. This suggestion does not meet the test of prac- 
ticality, to cite Business Week. 

We would not get all of the States to participate adequately, and even if we 
could it would take too long for all of the States to finally get around to legis- 
lating such participation. 

Furthermore, there is no guarantee of adequate benefits under one of the most 
recent proposals along these lines. 

Prof. J. Douglas Brown, an economist and dean of the faculty at Princeton 
University, has put the criticism more bluntly : 

“At best a clumsy, hybrid arrangement, involving overwhelming administra- 
tive difficulties and excessive costs. For the Government and the beneficiary, 
8 economies and convenience of a large and uniform system of protection would 

lost. 

“The Government would pay more, the beneficiaries would get less, and the 
private carriers would trade freedom for little profit and thankless regulation.” 

Under the program which would provide Federal-State subsidization of pri- 
vate insurance carriers—there would also be a means test—although the advo- 
cates of the proposal insist on calling it an income test. Despite the name, it 
is still degrading. 

Finally, I do not see why the Federal and State Governments should have to 
subsidize premiums of which a large part is lost for the consumer of medical 
services because of the relatively low loss ratios experienced by private carriers. 
Under the social security approach, the provision of health services could be 
obtained for no more than 5 percent of the total amounts received by the system ; 
in other words, a 95-percent loss ratio. 
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But today, ‘under individual policies sold by the commercial carriers, the loss 
ratios are no more than 50 percent; under group policies, about 80 to 85 percent, 

We need and want, instead, a program in which the people would get the 
maximum amount of their contributions returned in the form of actual health 
benefits. 

Only under social security is this possible; only under social security. 

I want to stress another point that has been lost in the shuffle: An adequate 
Federal old-age health insurance plan actually can be a stimulus for a positiye 
contribution by voluntary health insurance plans. 

I say this in the face of arguments by the insurance companies, to the cop. 
trary. I say this because, for one thing, such legislation would make possible q 
reduction in private group insurance premiums for those labor-management 
policies which now include retired workers. 

In addition, for many nongroup policyholders below 65, premium reductions 
or benefit increases would thus be possible. 

Finally, even for our aged covered by the legislation, many of them would 
then be able to purchase, through voluntary insurance, additional benefits, To 
cite one example provided the subcommittee by Professor van Dyke of Colum. 
bia University, the Rochester, N.Y., Blue Cross plan would be able, under a 
60-day Federal benefit program, to reduce the nongroup premium to no more 
than 10 percent higher than the group premium for the under-65 population. 

Such legislation would also allow Blue Cross to provide supplementary benefits 
to the over-65 population for about $1 per month. 

Thus, as a result of the type of legislation being proposed here, commercial 
health insurance could offer reduced-premium plans to those groups now paying 
for high-risk older men and women, and also supplementary benefits plans for 
those already retired but protected basically through OASI health insurance. 

Nonprofit plans like Blue Cross would thus be saved from the deficit-creating 
burden of insuring the high-risk, high-cost aged and also, like the commercial 
plans, they could offer better and supplementary programs for employees and 
retired persons. 

These comments concerning the impact upon insurance companies, especially 
Blue Cross plans, apply with even greater weight to the effects on hospitals. 

The deficits in the budgets of hospitals around the country are too well known 
for me to document here. 

But I wonder how many of my colleagues are aware of the fact that the 
operating deficits of the hospitals are, in large part, due to the financial inabiliy 
of their aged patients to pay their bills? 

In Boston, for example, the Massachusetts General Hospital reports that in 
just a 6-month period in 1958 one-third of all the ward admissions were 6 
and over and that they were responsible for about $500,000 of that hospital's 
operating deficit, actually more than one-third of the total deficit. 

Let me present the breakdown on the total payments of the nearly 2,000 elderly 
patients involved in this particular hospital’s experience: 

First. The total hospital bill was more than $800,000. 

Second. The hospital provided free service amounting to $150,000, or over 
18 percent of the total amount. 

Third. Public assistance paid for nearly $240,000, or nearly 30 percent of 
the total amount. 

Fourth. There was an unpaid balance of $135,000, or nearly 17 percent of the 
total amount. 

Fifth. Insurance plans paid for nearly $108,000, or only 13 percent of the total 
amount. 

Sixth. And the elderly patients themselves paid directly $173,000, only 215 
percent of the total amount. 

The lessons to be drawn from this example should be clear first, that through 
insurance and direct payments the aged were able to pay the hospital only 3 
percent of the total hospital bill they incurred altogether; second, for nearly 
three-fourths of the remaining hospital bill public assistance and the hospital 
itself footed the expenses. 

Of course, there is a strong possibility that the unpaid balance—or a large part 
of it—might remain unpaid with the hospital having to absorb the debt. 

The Massachusetts General Hospital story is not unusual. It is, furthermore, 
a reflection of the inability not only of the aged and their families to pay for 
such medical costs but also of the local communities and the States to meet this 
growing problem. 
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One of our distinguished witnesses, Dr. James P. Dixon, formerly commissioner 
of the Philadelphia Public Health Department, and now president of Antioch 
College, has put the problem in a nutshell: 

“The experience of the hospital field in dealing with local and State govern- 
ments to obtain sufficient funds to underwrite the care of economically dis- 
advantaged groups has not been an entirely happy one even for the care of clearly 
indigent persons. 

“Tt seems necessary to turn to the Federal Government in order to find a broad 
enough base of tax support, and at sufficiently generalized definition of eligibility, 
to be successful in meeting the needs of our highly mobile older population. 

“There is a growing feeling among hospital people that neither Blue Cross nor 
commercial insurance now meets, or can meet, the financial needs of older people 
with respect to hospital care. There is an increasing conviction that Federal 
participation will be necessary. 

“There is lack of agreement as to the form that Federal participation should 
take—although there is a tendency at this time to favor an OASI mechanism” 
(from “Medical Care for the Aged: The Hospital’s Viewpoint,” American Journal 
of Public Health, February 1959). 

To repeat, the legislation we are considering now will go a long way toward 
improving the financial status of insurance plans in the business of protecting 
the employed population of our country and toward helping the Nation’s hospitals 
to reduce the back-breaking deficits they are now forced to assume. 


PROVISIONS OF AN ADEQUATEE HEALTH INSURANCE PROGRAM FOR RETIRED 
AMERICANS 


Mr. President, in my opinion, the time has long passed beyond the point of 
establishing the need for Federal action on the problem of financing the basic 
health care of our aged through the social security system. 

The real issue is to make sure that in deciding these benefits we alert ourselves 
to the wisest counsel of authorities in the fields of medicine, hospital care, public 
health, and medical economics. 

The real issue is to assure the Nation that the philosophy of modern medicine 
will be applied in meeting the health needs of our senior Americans. 

In the bill I am presenting there are included the following provisions: 

First of all, the group of citizens covered by the bill consists of retired aged 
persons, 65 and over for men, 62 and over for women. 

These are retired persons only. It is this group among all the aged who have 
an undeniable need for such protection, 

The numbers involved amount to about 14.8 million people: 11.3 million men 
and women now receiving OASI benefits, 1.7 million now receiving old-age 
assistance and nothing from OASI, and 1.8 million other retired persons. The 
bill provides for a definition of “retirement.” 

I consider this feature of the proposed legislation one of the most important. 
It puts to rest the criticism of such bills as the Forand bill that it excludes too 
many of our aged citizens now eligible for benefits under social security. 

Here is the opportunity for the opponents of such legislation, including the 
Vice President, to show exactly how sincere they really are in objecting to the 
omission of such persons as the 2 million old-age assistance recipients. The 
Retired Persons Medical Insurance Act would include these and other non-OASI 
retired men and women. 

If the charge by the opponents of the Forand bill has been leveled in a truly 
sincere effort and in the spirit of constructive criticism, they should be pleased 
to learn that we have accepted their criticism at face value and thus have 
proposed the inclusion of the aged men and women for whom all of us, even the 
opposition, have a deep concern. 

The primary source of financing is through the social security system increasing 
the present tax one-fourth of 1 percent from employees and one-fourth of 1 
percent from employers. 

For those retired aged not now eligible for OASI benefits, a contribution from 
the general revenue will be necessary. 

Not all of such a contribution would be new costs, however, since the Federal 
Government is already paying large sums in the form of grants to the States, 
payments to the Veterans’ Administration, and so forth, for the aged’s medical 
care. 

While the proposed legislation would provide up to 90 days a year of hospital 
care, I am firmly convinced that hospitalization also needs to be accompanied 
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by alternative possibilities and followup facilities such as skilled nursing home 
care and supervised home medical care. 

The bill therefore provides for direct admission into skilled nursing homes 
and direct use of home medical services without having to first enter into g 
hospital. 

The number of days of such services would depend on the number of unuseq 
hospital days, but the maximum number of skilled nursing home days would be 
180, and for home visits 240 in a year. 

Modern medicine basically aims at keeping people out of hospitals; and, 
therefore, the bill includes the very important provision of outpatient diagnostic 
services such as laboratory tests and X-rays. 

These basic provisions—hospitalization, skilled nursing home service, home 
health services backed up by diagnostic services—constitute, in the expert opinion 
of authorities in the health field, the basic package of any truly adequate health 
services program for the aged. 

Hospitalization by itself is not the answer. For one thing, after basic treatment 
in a hospital the aged patient often needs only skilled nursing care in a qualified 
nursing home. 

Or once recovered from a stroke, he remains in need of physical therapy which 
ean be applied in his home. 

Without these alternatives and followthrough possibilities, hospitalization by 
itself can lead to overusage of beds and, more important, to disappointments 
among the aged who stand in need of restorative medicine. 

Such alternatives also can amount to a 10- to 15-percent reduction ip 
hospital care. 

Hospitalization by itself is only a link in the chain of medical attention which 
can restore many aged men and women toa more active life. 

It requires other links such as diagnostic services and home care. 

Another section of this bill is an attempt to provide another necessary link 
in an adequate foundation for the health care of our retired aged Americans, 

The data of the Health Information Foundation, sponsored by the drug firms 
in our country, show that the aged have had a greater increase than the general 
population in expenditures for drugs and medicines. 

They spend a higher portion of their medical dollar on drugs and medicines 
than the general population, and they amount they spend is more than twice 
the amount spent by people of all ages. 

Old age brings with it a greater, and a constant rather than an intermittent, 
use of drugs and medicines. 

Time after time the subcommittee heard of cases of older persons putting 
off going to a doctor, not so much because of the cost of physicians’ services, but, 
rather, because of their fear of the cost of that prescription which automatically 
goes with a doctor’s diagnosis. 

The bill, therefore, provides for payment of a portion of very expensive drugs 
prescribed by a doctor using generic names, with the amounts and kinds of 
drugs to be determined by the Secretary of Health, Education, and Welfare, 
after a year’s study. 

The opponents of such legislation naturally will raise the cry of “how much 
will it cost?’ First, let me make the general reply that the costs are geared 
to the human needs for an adequate health program for the retired aged citizens 
of the United States, a nation which boasts of its wealth and its great genius 
in solving social problems. 

In a society like ours the issue is not: can we pay for progress in health? 
The issue is: do we want to pay for such progress? The decision we have to 
make, therefore, is a moral one. 

The public opinion polls indicate that most Americans are willing to accept 
such an approach. 

Once having made the moral decision, the problem is then to decide on the 
most practical, reasonable manner in which to carry out the decision. 

This, too, has been pretty well determined through the machinery of the 
social security system, basically. 

Given these particular conclusions, of course, there is the question of how 
much do we want to spend on a program of basic medical care for the retired 
aged. 

There is widespread agreement that any program now will have to be con- 
fined to the income gained through a one-fourth of 1 percent tax by the em- 
ployer and by the employee on the first $4,800 of wages. 

And an increase, three-eighths of a percent for the self-employed. 
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On an individual basis, this comes to a maximum of $1 a month or about 24 
cents a week from the employer and from the employee. 

The benefits I have outlined do not all become available all at once. 

In the bill I am introducing, hospitalization diagnostic services become avail- 
able as of July 1, 1961, or not later than January 1, 1962, if the Secretary of 
HEW deems it necessary. 

Nursing home care and expensive drug costs would be phased in over a period 
of 1 to 1% years. 

Nursing homes, for example, need to be brought up to standards before we 
start paying for their services. 

Therefore, payments for nursing home care would start on January 1, 1968, 
and not later than July 1 of the same year. 

Home health services would start on January 1, 1962, or not later than July 1 
in the same year. 

Partial payments for very expensive drugs would start on July 1, 1962, and 
not later than July 1 of the following year. 

The Secretary of HEW would be authorized to designate the dates within 
these periods, when these benefits would be available. 

Thus, keeping in mind the practical aspects of introducing what is considered 
to be an adequate health program for the retired aged, we have thus allowed 
for a gradual introduction of such a program. This also, again being realistic, 
means a lower cost at the outset. 

The two first provisions—hospitalization and diagnostic services—would cost 
$1.1 billion. 

ty the end of the entire waiting period, with all the services made available, 
including nursing homes, home medical care, and expensive drugs, the total 
cost would be $1.5 billion a year. About $1.1 billion would come from the 
social security payroll deduction, the remainder from general revenue. I repeat 
the point made earlier, that the Federal Government is already contributing 
the bulk of such a remainder. 

I must, at this point, make clear again that very little of these amounts can 
be said truthfully to constitute costs to the Government. 

Remembering that the basic financing comes through the payroll tax of the 
employed population, this can hardly be called Government costs. 

Furthermore, as I said before, a large part of the expenditures on the non- 
OASDI retired aged under this bill is already being met through the Treasury. 

The Federal share of vendor payments for medical care under old-age assist- 
ance, for example, is about $153 million, not to mention large amounts already 
being expended on hospitalization and related services for other groups, about 
$85 million. 

These, then, are the major provisions of the legislation. Its passage will be 
an accomplishment of which the entire Nation would be proud. 

A few other aspects of the bill should be briefly mentioned : 

While the benefits included do not provide payment for surgical care by 
physicians, they do include payments for all other hospitalization expenses as- 
sociated with surgery, such as the use of the operating room, anesthetics, and 
so forth. 

The Secretary of HEW may use the accrediting service of the American Hos- 
pital Association for assuring quality of care. 

Only those nursing homes will be included which meet truly adequate stand- 
ards for care and rehabilitation. 

An Advisory Council, consisting of the Commissioner of Social Security, the 
Surgeon General of the Public Health Service, and representatives of the gen- 
eral public and of the hospital and health fields, shall advise and assist the 
Secretary of HEW in the formulation of policy. 

If the Secretary deems it advisable, he may use the services of nonprofit organ- 
izations skilled in dealing with hospitalization of patients in the whole or any 
part of the United States. 

Although the provisions do not apply to retirees under the Railroad Retire- 
ment Act, or to retirees of the Federal Government, they could come under the 
program by their funds “buying into” the act’s medical insurance trust fund at 
a later date. 

Finally, as a way of deliberating, seeking to improve the health status of 
our aged citizens, the act calls for research and demonstration programs by 
the Department of HEW on how to improve health services. 

Mr. President, the passage of the Retired Persons Medical Insurance Act— 
8. 3503—would be a major accomplishment of which the entire Nation, and the 
Congress, will be proud. 
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A brief study of the history of related legislation will show that a few years 
after its passage even the opponents of this current proposal will be praising its 
beneficial effects upon the millions of Americans directly involved, and upon the 
larger millions of other Americans indirectly affected by the problem of financing 
adequate health care of the aged. 

Mr. President, in conclusion I ask unanimous consent that the names of 
Senator McCarthy, Senator Engle, Senator Green, Senator Bartlett, and Senator 
Mansfield be added as cosponsors of 8. 3503. 

For the record I should like to say that Senator McCarthy was an original eo. 
sponsor but his name was left off the bill through inadvertence. 

The PresripinG Orricer. Without objection, it is so ordered. 


EXxhIsiT 1 


Cardiovascular conditions, by age groups * 





a ern aidaiptniestane ses ant pnenaneee-qrcsinctcaariden tines destertettio athe icenendectcesbebioen> | 
Peewee. Si Se Seedling deed tae Shama neve dc det tevin dha cn arciv dp vcd dohes' akg 
a cenestniieeninnniccnipes sean esata aah ch hd hen Mitch ae es .-.... 1, 666, 000 
RT UU le ea ha netic atencieh wed ikbthiinn eh lesebcdcs uote inant bite _... 2, 416, 000 
Een eat te lies dh cthdedicabeth aeleieh ta ecchheey ed poeple ch cainttblnich anion ceed ipslence en civtcniebehcnid te 4, 048, 000 
Total under 65 (3.8 percent of age group)_---_.---___-_-__--__ 6, 069, 000 
Total 65 and over (26 percent of age group) ---_--_-------_~ 4, 048, 000 
Total in all age groups (5.77 percent) _..._.__---_~- USER emeere yk 


1 From testimony of Deputy Surgeon General Porterfield. 


Number of patients discharged, number per 1,000 persons per year, and percent 
distribution; number of hospital days, number per 1,000 persons per year, and 
percent distribution, and average length of stay of patients discharged, exclud- 
ing deliveries, by sex and age: Short-stay hospitals, United States, July 1957- 
June 1958 





Discharges (excluding | Hospital days (excluding 

| deliveries) deliveries Average 
needs as length 
Sex and age of stay 
Number | Number | Number | Number in days) 

| (in thou-} per 1,000} Percent | (in thou-| per 1,000 | Percent 

sands) persons sands persons 
BOTH SEXES 
ei teee..........-3 13,231 | 78.6 100.0 | 127,437 756.9 | 100.0 0.6 
i, attain, 2, 796 | 53.1 21.1 | 15,615 204.8 12.2 5.5 
a ac atl ll eal lel 1, 508 | 71.5 11 12, 074 615.1 10.2 &6 
25 to 44__._- isk altbe | 3, 775 82.7 28.5 32, 220 705.9 25.3 8.5 
45 to 64__..._- SS ede 3, 397 | 98. 5 25. 7 40, 910 1,186.8 32.1 | 12.0 
O35 O® 74....cheoon- pagal | 1,148 119.2 8.7 16, 363 1, 609. 7 12.8 14.3 
Se iiateelectaetaeetcn cee nhide odin 606 124.0 4.6 9, 446 1, 933.3 7.4 15.6 
MALE 
| aie 6, 090 74.4 100.0 66, 743 814.9 100.0 11.0 
IIS i ti.n ccna cusnndasnenpeel 1, 591 59.3 26.1 &, 456 315.1 12.7 5. 
nial i ecia a oth | 610 62.2 10.0 7,310 745.8 11.0 12.0 
eae. see . | 1, 408 | 64.3 23.1 15,20 698. 7 9 10.9 
45 to 64__. pinéende ; 1, 670 99.8 27.4) 22,877 1, 366.7 | 34.3 | 13.7 
CBO FA. ccovecesenenice<cone ; 547 121.3 | 9.0 8,663 | 1,920.4 13.0 15.8 
TED <tiekcerintigione suempiemed 263 123. 4 4.3) 4,145] 1,945.1 6.2 15.8 
FEMALE 
' ' 
| j 

a «0 eeeetentee 7,141 82.6 100.0 60, 694 702.0 100.0 &5 
Wnbereh. std oss oS 1, 205 46.7 | 16.9 7,059 | 273.6 11.6 5.9 
a ere = 898 79.5 | 12.6 5, 664 501.6 9.3 6.3 
ET ee 2, 367 | 99.6 33.1 16, 937 712.5 27.9 7.2 
eke kt cclbuete ll 1,727 | 97.4 | 24.2 | 18,083} 1,017.0 | 29.7 10.4 
06 te Misascc. wall ciiesivw 601 117.5 | 8.4] 7,609] 1,504.9 | 12.7 | 12.8 
eo hihnotstbis edésckls adhe | 343 124.5 | 4.8 | 5,301 | 1,924.1 | 8.7 | 15.5 


Source of this and following tables from National Health Survey, U.8. Public Health Service. 
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r 0 tients discharged, number per 1,000 persons per year, and average 

Number pa ' | ve 
length of stay by sex, age, and race: Short-stay hospitals, United States, July 
1957-June 1958 


——— - — - = ——— oe — — 


Number of discharges Number per 1,000 | Average length of stay 
| in thousands | persons in days 
Sex and age “se ; ia 


| | | 
Potal | White | Non- | Total | White | Non- | Total | White | Non- 





white | white | | white 
ROTH SEXES 
ee ee 16,738 | 15,473 | 1,265 99.4 | 103.3 68.2) 8&6 8.4 10.2 
Under 15 2,801} 2,580] 221 | 56.5 | 31.6] 5| 6&2 10.0 
15 to 24 ; 2,901 | 2,624] 278 142.3 | 104.7 6.5] 6.5 6.8 
25 to 44 5,868 | 5,377| 492 | 131.6] 102.8 7.2} 691] 10.4 
45 to 64 3,413 | 3,195 | 218 101.9} 70.0] 120 | 1.9 | 13.9 
65+... 1,754 | 1,698 5) 125. 7 55.9] 147 8 12. : 
MALE | | | | 
All ages... ..-..--.-.- 6, 090 5, 677 413 74.4 77.8 46. 4 | 11.0 10.6 16.5 
Under 15....------ emt Gan. ae 109 59.3 63.6) 31.1 5.3 5.0 9.6 
15 to 24 7 610 570 10 62. 2 66.5 32. 4 | 12.0 | 11.7 15.4 
25 to 44 1, 408 1, 286 122 644.3) 65.3) 55.8 | 10.9 | 9.8 22.5 
45 to 64 1,670 | 1,558 12] 98] 022) 746/ 137] 134 18.2 
ie. nak ; 810 780 30 | 122.0] 126.5 62.9 15.8] 15.9 12.4 
FEMALE 
All ages...............| 10,648 | 9, 797 852 | 12232] 127.5 el Tero as 7.2 
Under 15 1,210 | 1,097 113 46.9 49.2 32.4 5.8 | 5.4 10.4 
15 to 24 2,291 | 2,054 237 | 2029/ 2081] 166.8] 651 5.0 5.3 
25 to 44 4,460 | 4,091 369 | 187.6] 193.3] 141.8] 60] 60 6.4 
45 to 64 sail 1, 743 1, 637 106 | 98.3 101.6 | 65. 8 | 10. 4 | 10. 5 9.3 
ne ace 044 919 26} 119.9) 1251] 495] 138] 13.8 12.0 


Percent distribution of patients discharged: by length-of-stay intervals according 
to sex and age: short-stay hospitals, United States, July 1957—June 1958 





Length-of-stay intervals in days 
Sex and age ae eet ae a es 


Total 1 2to7 | 8tol4 | 15to80 | 31+ |Unknown 

ROTH SEXES 

| | 

All ages ___ es 100. 0 10. 4 60.0 18.0 | 7.9 | 3.5} 0.2 
Under 15... bite 100.0 28. 0 54.7) 10.0] 5.2 | 1.9 | 2 
| > aera ii 100. 0 | 9.7 76.0 | 8.9 2.8 | 21) 5 
Rc ee 100. 0 6.7 70.3 16. 1 4.8) 2.0 | .l 
45 to 64.......... dia 100. 0 6.0 44.5 29. 6 14.2 | 5.5 .2 
i icnannedbin viiesiekia 100. 0 3.8 | 37. 4 | 29. 7 18.7 9.8 6 

MALE 

i | 
AO 060 ccs...-, cs cts 100. 0 13.7 48.2 | 20.8 11.4 | 5.6 .3 
SAP oa 100.0 28.4 55.9 | 8.6 4.8 | 1.9 | 3 
| eer eeapgiiis rs 100.0 | 14.9 57.0 | 15, 2 4.9 | 7.2 | 9 
ec bedi thebinenopabdlllivs 100. 0 9.9 53.8 | 22.0 | 8.7 | 5.5 Al 
45 to 64... __ ; ee 100. 0 6.9 40.8 28. 3 | 17. 5 | 6.5 | Ri 
Weiccs clei. en I 100. 0 4.2 31.7 31.6 | 21.6 10.0 | 9 

FEMALE 
ae iia aa 100. 0 8.5 66. 8 16.4 5.9 2.3 2 
Under 15 . 100.0 27.5 53.2 11.7 5.8 1.7 
15 to 24 oa . 100. 0 8.4 81.1 7.2 2.2 7 

SPE Ettisicncnaes 100. 0 5.7 75.6 14.2 3.6 9 0 
Pe cce belie. nai 100. 0 5.2 48.0 30.9 11.1 | 46 3 
Si chaccheMik teach dh Kee. 100. 0 3.5 42.3 28. 1 16. 2 9.6 .4 
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Percent distribution of hospital days by length-of-stay intervals according to seg 
and age: Patients discharged from short-stay hospitals, United States, July 


1957-—June 1958 


Length-of-stay intervals in days 
Sex and age 

















Total | 1 2to7 8 to 14 
: — | 
BOTH SEXES 
0 ee eee 100. 0 | 1.2 29. 7 22. 5 
Under 15--- a ail Siacsinicaldahunenaiate” 100. 0 | 5.1 37.6 19.4 
See. nt. <5 100. 0 1.5 7.1 14.3 
25 to 44 100. 0 9 2.7 23.0 
45 to 64...-..-. 100. 0 | 6 | 16.7 27.2 
eden 100. 0 3 11.6 22.0 
MALE | 
All ages.....- 100. 0 1,2 18.9 20.8 
Uneer 16... .... 100. 0 40.3 17.5 
15 to 24 100. 0 19.3 14.0 
25 to 44 100. 0 22.5 21.3 
45 to 64 on | 100. 0 5 13. 6 23. 1 
65+-...... 100. 0 3 9.5 22.0 
FEMALE 
All ages........- oss 100. 0 1.2 39.1 23.9 
hei tal call 100. 0 4.7 34. 5 21.6 
15 to 24 100.0 1.7 4.6 14. 5 
25 to 44 100. 0 1.0 54.2 23.9 
45 to 64 100. 0 5 20.5 32.3 
65+... 100. 0 3 13.6 22. 0 
Percent distribution of persons by limitation of activity due to chroni 
according to sex and age: United States, August 1957 
Ave 
Limitation of activity le 
| All ages | Under 15| 15to 24 | 25to44 | 45t 
BOTH SEXES 
All persons _ ......- ee a te 100.0 | 100.0 100.0 100. 0 l 
With no chronic conditions. __....__. | 58.6 83. 1 69.2 0.8 
With 14 chronic conditions pada 41.4 16.9 30.8 19.2 
Not limited in activities : | 31.3 15.5 26. 8 41.5 
Not limited in major activity but 
otherwise limited : 3.0 .6 2.0 2.7 
Limited in amount or kind of major | 
activity_. 4.9 .6 1.7 4.2 
Unable to earry on major activity 2.2 l 4 s 
MALE 
Rimes... beh bo an dedinan 100. 0 100.0 100. 0 100.0 1 
With no chronic conditions 61.5 81.6 74.1 55. 7 
With 14 chronic conditions | 38. 5 18. 4 25.9 44.3 
Not limited in activities : | 28. 8 | 16.8 22. 5 36. 6 
Not limited in major activity but 
otherwise limited os ‘ 2.4 .8 1.6 2.3 
Limited in amount or kind of major 
ctivits 4.5 f 1.5 4.4 
Unable to carry on major activity | 2.8 2 3 1.0 
FEMALE | | 
| 
All persons ._.....-.- . 100.0 100.0 100.0 100.0 l 
} 
With no chronic conditions _- | 55.9 84.8 65.0 | 46. 2 
With 1+ chronic conditions... . | 44.1 | 15.2 | 35.0 | 53.8 
Not limited in activities . 33. 6 1.3 | 30.5 46.0 
Not limited in major activity but | | 
otherwise limited. ___- 3.6 .4 2.3 3.1 
Limited in amount or kind of major 
i a 5.3 5 1.8 | 4.1 | 
Unable to carry on major activity_...- 1.6 l | 5 6 


15to30 | 31+ 


19.5 | 27.1 
20.5 | 17.4 
9.1 27.9 
13.9 19.5 
24.7 31.0 
27.4 38.8 
22. 4 7 
19.9 17.0 
8.3 57.2 
17.1 38.2 
27.1 35.7 
30.1 38.0 
17.0 18,8 
21.4 17.9 
9.7 9.5 
12.1 8.8 
21.6 25.0 
24.6 39.5 
c conditions 
o 64 65+ 
00.0 | 100.0 
39.9 24.0 
wo. 1 76.0 
43.3 33.7 
2 9.0 
a8 18.2 
98 15.1 
00.0 100.0 
3. 25.6 
5.14 74.4 
40.5 31.6 
3.6 7.3 
a 0 15.8 
3.9 19.7 
00.0 100.0 
36.0 | 22.7 
64.0 | 77.3 
46.0 | 35,5 
6.8 | 10.3 
9.4 0.2 
1.8 11.3 
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2] Percent distribution of persons by limitation of mobility due to chronic conditions 
' . 2 a 
ly | according to sex and age: United States, August 1957 
m i as a ; 
Limitation of mobility | All ages Under45 | 45 to 64 65+ 
ra BOTH SEXES | | 
| | 
ey, a ee ined 100.0 | 100. 0 100. 0 100. 0 
With no chronic conditions... 58.6 | 68.2 | 39.9 | 24.0 
With 1+ chronic conditions. - ‘ | 41.4 31.8 | 60.1 76.0 
r1 Not limited in mobility- Sc miane aaa 38. 1 31.0 55.7 55. 4 
— Has trouble getting around alone_.__.._..__} 1.9 5 a7 11.5 
4 Cannot get around alone. ___- .6 oka .6 4.1 
9 Confined to house..............-..-.. a 8 2 | 1.1 | 49 
1.5 — ee = = = — —a Ss 2 — ———— 
L.0 MALE | 
3.8 DE Risk in dtsns cntnntninese <adteen 100. 0 100.0 | 100. 0 100. 0 
"7 With no chronic conditions 61.5 | 70.6 | 43.9 25. 6 
With 1+ chronic conditions 38. 5 | 29. 4 | 56.1 74.4 
4.7 Not limited in mobility. 35. 6 28.5 §2.0 | 56. 4 
— Has trouble getting around alone 1.9 | 5 | 2.7 11.6 
7.0 Cannot get around alone. 3 | ol | 3 1.9 
1.2 Cunfined to house... 8 | .3 1.1 | 4.5 
3.2 =————= = =z SS | 
1.7 FEMALE | 
3.0 
—_ All persons... .-.. 100.0 | 100.0 | 100.0 | 100. 0 
——— ict actin intone aise neti 
With no chronic conditions..................... 55.9 | 66. 0 36. 0 22.7 
8 With 1+ chronic conditions | 44.1 | 34.0 | 64.0 | 77.3 
—_ Not limited in mobility 40.5 33. 3 59.1 | 54.6 
9 Has trouble getting around alone 1.9 | 5 | 2.8 | 11.4 
5 Cannot get around alone ‘ 8 -l} 9 | 5.9 
.8 } Confined to house.......- : 7 8 A 11 | 5.3 
1.0 | | | 
1.5 sac . ae fee tart is TF: 7a TF 
KK Number of days and number of days per person per year of restricted activity and 
1 bed disability by sex and age: United States, July 1957—June 1958 
— Number of days in millions | Number of days per person 
per year 
Sex and age lace sensaneain maitimeteiieinn 
ae | 
| Restricted- Bed-disabil- | Restricted- | Bed-disabil- 
activity days ity days activity days ity days 
BOTH SEXES j 
0 All ages. anti 3, 369. 6 1, 309.9 20.0 | 7.8 
a ke oon nie bata ok 255. 8 111.8 | 13.2 | 5.8 
1.0 Bte06 ss pee ea 829. 8 | 393. 9 15.3 | 7.2 
3.0 25 to 64.__. x Sep Cee 1, 597. 4 | 567. ( 19.9 7.1 
7 Sie. oo. os g 636.7 | 237. 2 47.3 | 16.3 
».0 MALE 7 Nee rE 
1p tee Berta a ee ees 1, 452. 5 | 561.3 17.7 | $.9 
i I Under 5. . 126. 2 51.0 12.8 | x 5 2 
_ j RS , eee ' | 377 3 | 7 9 | 14. 1 | 6.6 
j BE Gl ccwcwce . : a 648. 6 225. 8 | 16.8 | 5.8 
Sp thiideday es. Sinc ithaca dc diediseddieeal 300. 4 | 106. 5 | 45.2 | 16.0 
a FEMALE } wi: — aa ‘ a 
. All ages. 1,917.1 | 748.6 | 22.2 | 8.7 
1.6 a kh ‘ 29.6 60.7 | 13.7 64 
| 
; iar teheisiaacaees cal 452. 5 216. 0 16. 4 | 7.8 
1.3 25 to 64... ____. 948.8 | 341 2| 22.9 8.2 
8 SP icivnits 386.3 | 130.7 49.1 16.6 
1.7 \ ua 
EXHIBIT 2 
.e [From Business Week, Apr. 16, 1960] 
7 . 1 
3 A CHALLENGE THaT Can’t Be DucKED 
5.5 
Health insurance for the aged is fast becoming the No. 1 issue facing Con- 
).3 gress this year. And there’s political dynamite in it: Any candidate suspected by 
).2 
1.3 
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the millions of old people (and those concerned about their health problems) of 
taking a cold or know-nothing attitude toward the issue is likely to be in seri : 
trouble this election year. — 

One thing about the issue is clear: Although plenty of politicians may see it as 

a vote-catching device, there is nothing synthetic or phony about the problem 
Everyone who has seriously studied the situation has concluded that the provi- 
sion of better health care for the aged is a serious and growing problem, 
Thanks to medical progress, the number of aged is increasing rapidly, In 1930, 
there were 6 million people over 65 in the United States: today there are 16 
million. ; 

: For far too many of these, long life has meant shrunken incomes, increased 
Sickness, loneliness, and the shame of being a candidate for a handout from 
society. Health, Education, and Welfare Secretary Flemming, in his thorough 
report to the House Ways and Means Committee last year, concluded that three 
out of every four aged persons would be able to “prove need in relation to hos 
pital costs.” That is to say, they would be able to prove that they simply could 
not afford to pay for the care they needed when taken seriously ill. , 

The issue, then, is not whether there is a problem but rather how to meet the 
problem. 
TWO APPROACHES 


Representative Aime Forand, Democrat, of Rhode Island, has proposed to deal 
with it through a system of compulsory Federal insurance within the framework 
of the Social Security Act. The Forand bill would provide insurance covering 
60 days of hospital care, or 120 days of combined hospital and nursing home 
care, together with surgical services, to all those eligible for old-age insurance 
benefits. It would be financed, initially, by boosting social security payroll taxes 
one-half of 1 percent, divided equally between employees and employers. 

The Forand bill has been attacked for a number of reasons by various groups, 
especially the American Medical Association, which sees it as the camel's nose 
of socialized medicine coming under the tent. 

But the main weakness of the Forand bill, as specialists in the health field see 
it, is not that it does too much but too little. They condemn it as too narrow 
and as an encouragement to “hospitalitis’—the tendency, inherent in many of 
our present voluntary insurance programs, to put the sick into hospitals because 
there are no provisions for covering treatment at home or in doctors’ offices. 

The bill sponsored by Senator Javits, Republican, of New York, strikes at this 
weakness. As Javits points out, though hospitalization costs comprise a large 
part of an aged person’s annual medical bill, the average older couple spends 
$140 a year on health costs unrelated to hospitaliaztion. “One out of every six 
persons 65 years and older,” says Javits, “pays over $500 in medical bills an- 
nually.” Yet 60 percent of the old people have annual incomes under $1,000 and 
can’t afford home or office care that might cut down the length of hospitalization 
or eliminate it altogether. 

Javits would deal with the problem by a voluntary program that would com- 
bine Federal and State subsidies, contributions sealed to income by the aged 
themselves, and both commercial and nonprofit insurance companies such as 
Blue Cross and Blue Shield. The program would not become operative in any 
State until the State put up the money, arranged with the insurance carriers, 
and agreed to certain standards for the program. 

Although the Javits bill makes a hard effort to provide a voluntary (and 
heavily subsidized) program, it does not appear to meet the test of practicality. 
The program would take a very long time to negotiate with 50 individual State 
governments and with the insurance carriers—assuming that it would be pos 
sible at all to get them involved in a program whose costs are unpredictable. 

Indeed, after studying Flemming’s able report, and the arguments on all 
sides of this issue, we are forced to conclude that the voluntary approach simply 
will not do the job. 

The problem basically is that the aged are high-cost, high-risk, low-income cus 
tomers. Their health needs can be met only by themselves when they are young 
or by other younger people who are still working. The only way to handle 
their health problem, therefore, is to spread the risks and costs widely. And that 
can best be done through the social security system to which employers and 
employees contribute regularly. By comparison with the heavily subsidized 
schemes, this approach has the advantage of keeping old people from feeling that 
they are beggars living off society’s handonts. 
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We do not pretend to know all the answers to the problem of enlarging the 
social security system to include a health insurance program for the aged. Even 
a modest study of the problem immediately convinces anyone of its difficulty 
and complexity. At this point, we don’t think that the complete answer to it 
has emerged. 

Nevertheless, no democratic government can refuse to grapple with a problem 
of such demonstrated urgency and importance. The issue cannot be evaded and, 
before it becomes a political football, the politicians of both parties should accept 
responsibility for finding the best possible answer in the shortest possible time. 


{From Life magazine, Apr. 25, 1960] 
AGE, HEALTH, AND PoLitics 


The hottest political potato so far in this election year is this question: Are 
Americans over 65 entitled to Federal help to meet their hospital and doctor 
bills? 

The Forand bill, which would raise $1 billion for such care by a one-half of 1 
percent boost in the social security tax, has produced floods of favorable mail 
and given the Democrats an unexpected issue. Republicans, while granting 
the need for aid, are trying to find a more private, yoluntary alternative. Since 
the issue is important, let’s try to separate its social realities from its politics 
and facts from principles. 

Unquestionably, many older Americans (15.8 million are over 65) are in real 
need. The average $72 a month they draw from social security scarcely pro- 
vides food and shelter, much less for the medical expenses which increase with 
age. Few are in a position to meet the cost of chronic illness from which many 
suffer. Yet even to get charity care—itself inadequate in quantity and often 
inferior in quality—they must suffer the indignity of a pauper’s oath, 

Can their need for medical aid be provided by private, voluntary Blue Cross- 
type plans? These are expanding, but can never meet the whole need. Pre- 
miums for the aged as a separate group are prohibitively high. The least bur- 
densome method of insurance is for the whole society to spread the costs over the 
whole working life cycle. The cheapest and most logical way of doing this, 
whether by the Forand bill or a better one, is by extending the existing system of 
social security. 

To provide this aid need not be socialized medicine, as opponents claim, since 
payments could be made through private channels and patients select their own 
doctors and hospitals as before. 

The first question of principle is whether this form of aid will undermine the 
private duty of providing for one’s own old age through old-fashioned virtues 
like foresight and thrift. Being a floor, not a ceiling, it need not do so. Indi- 
viduals will still have plenty of incentive to save for the future, though less fear 
of it. 

Another question of principle is whether it is the proper function of a free 
government to offer special help to its older citizens. That principle was ac- 
cepted when social security itself became effective in 1937. The presumption 
against any extension of Federal activity and expenditure, though Jeffersonian 
in origin, is now championed, though weakly, by the Republicans, who don’t 
want to be tagged as enemies of the aged. But an extension of an established 
system like social security is not a violation of principle. But there is also an 
issue of cost. 

Not even the Democrats can extend the welfare state without reference to 
the price tag. Enough spending bills were introduced in Congress last year 
to add $50 to $60 billion to our existing $78.4 billion budget if passed. Priori- 
ties, therefore, have to be determined. Health aid to the aged can be provided, 
but it may mean fewer schools, highways, or other needs which may also be 
urgent. A related question is whether aid to the aged can be done without re- 
newed inflation. The aged, on small and fixed incomes have been the chief 
sufferers from inflation, and this is a good reason for giving social security 
a high priority. By the same token, any aid program that feeds inflation would 
defeat its own purposes and fool its beneficiaries. So the costs of any plan 
adopted must be carefully limited and controlled. 

Doubtless the Forand bill can be improved. Some $200 million could be 
saved simply by raising the eligible age from 65 to 68. Moreover, many oldsters 
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able and eager to work could better provide for their own security if the $1,209 
limitation were raised on the income they may earn without forfeiting gocig) 
security pensions. 

But in principle, such aid is proper public business. The issue is therefore 
inevitably and properly a political one. It should be decided according to the 
Nation’s sense of justice, urgency, and choice of priorities in the use of scarce 
resources—as interpreted by the Nation’s elected Representatives in Congress, 


The Cuairman. Senator, I would just like to ask one question, 

How does this compare to the Forand bill ? 

Senator McNamara. I don’t know anything about the details of 
the Forand bill, but it has the same general approach in that it 
uses the so-called social security system to provide prepaid medical 
insurance for retired people. 

I think to that degree it is similar. 

The CHatrman. Have you got a list of the patrons of the amend- 
ment here? 

Senator McNamara. The 23 Senators who joined me are: Senators 
Kennedy, Clark, Randolph, Symington, Humphrey, McGee, Williams 
of New Jersey, Young of Ohio, Douglas, Gruening, Long of Hawaii, 
Murray, Hart, Magnuson, Morse, Hennings, Jackson, Pastore, 
McCarthy, Bartlett, Engle, Green, and Mansfield. 

The Cuatrman. Thank you very much, Senator. 

Senator McNamara. Thank you for your courtesy. 

The CuarrMan. Senator Gore? 

Senator Gore. I wish to congratulate you, Senator McNamara in 
the work you have done. I have read carefully your proposal and 
the speech you made with respect to it. It is a vigorous program 
which you present, and in a number of respects the bill which I have 
introduced is similar to the one which you and others have introduced. 
Indeed the various bills which propose medical care and hospitaliza- 
tion programs within the social security program, of necessity must 
have similar provisions. I think you would agree to that. 

Senator McNamara. Yes, or any other prepaid plan, I think 
would have similar provisions. 

Senator Gore. There are several differences which in and of them- 
selves would be of considerable importance, between the bill which 
I have introduced and the one which you have introduced. 

One difference, I believe, is that my bill would place more emphasis 
upon, shall we say, outpatient care, more emphasis upon home visits 
by physicians, upon visits to offices of doctors, nurse care, and one 
reason why I felt that it would be advisable would be the scarcity of 
hospital beds and rooms at this particular time. 

Senator McNamara. I think, 1f you will permit an interruption at 
this point, you find our bill emphasizes the use of nursing homes 
and a good program of home care. 

Senator Gorg. Yes, I agree that it does. I think my bill perhaps 
places more emphasis upon that. 

Senator McNamara. I would only comment by saying it would 
be hard to place more than we do, but then it is a matter of degree. 
{ Laughter. | 

Senator Gore. Well, you wouldn’t say it would be hard to do more 
of anything—well, I might agree it would be hard to do more of any- 
thing good than the senior Senator from Michigan. 
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Senator McNamara, I did want to congratulate you on the fine 
work that you have done, and the staff of the committee. 

In working with the staff of the subcommittee which you have 
gathered together, I find them to be competent and very helpful and 
cooperative. 

Senator McNamara. Well, I think they deserve that praise and I 
appreciate it coming from you, Senator. I might just add, Mr. 
Chairman, at this point that we could have brought reams of editorials 
from the leading newspapers of the country as well as many of the 
very slick magazines endorsing the approach that we use to a solution 
of this problem. 

Senator Gore. What do you mean various slick magazines? 
| Laughter. } 

The Cuarmman. We are always very happy to have you, sir. 

Senator McNamara. Thank you. 

Senator Bennetr. Senator Gore, magazines whose paper is loaded 
with casein. [Laughter. | 

The CuatrmMan. The next witness is the distinguished Senator from 
New York, Senator Javits. 

You may proceed, sir. 


STATEMENT OF HON. JACOB K. JAVITS, U.S. SENATOR FROM THE 
STATE OF NEW YORK 


Senator Javits. Mr. Chairman, I thank you for this opportunity 
to appear and I will not detain the committee too long because we all 
have our chance to debate this on the floor. 

I think it is very important to have a record made before the com- 
mittee, and so lam aiead to have this opportunity to do so. 

Mr. Chairman, | appear here in support of the amendment 6-27- 
60—H, in the nature of a substitute to title VI of the bill which is be- 
fore the committee, which is in its essentials the health insurance for 
the aged act introduced some months ago by me together with other 
Senators. Those who are on this amendment in the nature of a sub- 
stitute are Senators Cooper, Scott, Aiken, Fong, Keating, Prouty, as 
well as myself. 

Now, the proposal which we make is contained in an analysis of 
our bill which I ask unanimous consent may be made a part of my 
statement for the record. 

Senator Gore. Without objection so ordered. (See p. 489 staff 
analysis, departmental views, and text of amendment.) 

(The analysis referred to by Senator Javits follows:) 


ANALYSIS OF HEALTH INSURANCE BILL, S. 3350, AS AMENDED JUNE 27, 1960, 
AND INTRODUCED aS AMENDMENT 6—27-60—-H To H.R. 12580 


Title——Health Insurance for the Aged Act—sponsors : Senators Javits, Cooper, 
Scott, Aiken, Fong, Keating, and Prouty. 

Organization.—Administered by State plans subject to approval of Depart- 
ment of Health, Education, and Welfare. 

Purpose.—To assist States in establishing State plans for health insurance 
for individuals 65 years of age and over on a voluntary basis and at subscription 
rates they can afford to pay. 

_ State plan.—Must designate a single State agency; provide for financial par- 
ticipation by the State; permit every individual over 65 (and spouse) to sub- 
58387—60——10 
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scribe; provide both “service” or “indemnity” types of benefits; provide physi. 
cian’s care up to one-third premium cost; provide coverage during temporary 
absence from State. 

Benefits —Minimum benefits specified per year include (a) physician's services 
for 12 home or office visits; (0) 21 days of hospital or equivalent nursing home 
care; (c) first $100 of costs for ambulatory diagnostic laboratory and X-ray 
services and (d) 24 visiting nurse’s home service visits as prescribed by a physi- 
cian. Maximum benefits computed as generally practicable under income diyj- 
sions at stepped-up rate schedule starting at 50 cents monthly for subscribers 
with income of $500 to $1,000 per annum to maximum subscription charge of 
income of $3,600 per annum—no subscription charge for income under $500 
per annum. Maximum benefits can receive Federal matching grants up to $165 
per annum per capita; minimum benefits above can be obtained at $70 per person 
per annum. 

Mavimum benefits.—Sixty days hospital or equivalent cost care in a nursing 
home; surgery in or out of hospital, medical care in hospital, doctor's office visits 
with laboratory tests, diagnostic X-rays, and specialist consultations; visiting 
nurse service at home. 

Subscription rate——Schedule to be determined by the State, proportioned to 
subscriber’s income by negotiation with Secretary of HEW. 

Coverage.—Insurance will be placed with either nonprofit service agencies 
(i.e. Blue Cross, Blue Shield, etc.) private or nonprofit insurance carriers under 
contract with State agency, or with an insurance carrier set up by the State for 
such purpose. 

Federal participation.—Federal percentage worked out on a ratio of State 
per capita income to national per capita income. Similar to Hill-Burton Hospital 
Act formula, which has been so successful. In no case shall Federal percentage 
exceed 75 percent or be less than 3344 percent. 

Cost of program.—Minimum benefits program would cost at maximum a total 
of $840 million with Federal share about $400 million estimated on participa- 
tion of 12 million over 65 without any payment by any benetited individual; 
maximum benefits would cost $1.5 billion and with estimated payments by sub- 
scribers of $400 million would make Federal Government share of $480 million, 

Controls.—Act provides for cutting off Federal funds if State fails to comply; 
for appeals to U.S. Court of Appeals for reports to Congress. 





Senator Javirrs. The principal step encompassed in the bill which 
we have submitted, as it is now revised, is the establishment of a State- 
Federal medical system for the aged, which will have certain basic 
benefits guaranteed in every State system and in which the costs will 
be shared by the State and the Federal Government on the formula 
of the Hill-Burton Act, the hospital construction act, for those basic 
benefits. 

Above and beyond those basic benefits, and up to a maximum benefit 
which is purchasable at a total cost of $13 a month or $156 per capita 
a year, there is a maximum set of benefits which we estimate can be 
bought for that premium; and between the minimum and the maxt- 
mum it will be a State option proposition : if the State desires to have 
a more inclusive program, then it may schedule subscription charges 
from those who can afford it based upon their income, its plan to be 
negotiated with the Secretary of Health, Education, and Welfare. But 
I wish to emphasize the distinctive feature of our plan, which is that 
the minimal benefits can be made available to all who are 65 and over 
without any cost to the individual and outside the social security 
system. 

Now these minimal benefits, which are very important aspects of 
the proposition, are the following: 

Twenty-one days of hospital or equivalent nursing home care; 12 home or 
office visits by a physician; the first $100 of costs for ambulatory diagnostic, 
laboratory or X-ray services ; and 24 visiting nurse home service visits per annum 
as prescribed by a physician. 
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Now, the reason for establishing these benefits, Mr. Chairman, are 
that they are adequate benefits considering the actuarial findings on 
what our older people require. For the source of that, I refer the 
committee to the national health survey conducted by the Department 
of Health, Education, and Welfare, series B-1, entitled “Physicians 
Services Utilization” (published by the Public Health Service in 
November 1958) ; also series B—7, “Hospitalization Services Utiliza- 
tion,” published in December 1958. These findings were also checked 
against the OASI statistics for 1959. The Department comes up, for 
example, with the proposition that average utilization of hospital 
care by people over 65 is 14 days per year, and under our plan as a 
minimal basis you have 21 days. And so, for the care of physicians, 
care of nurses, and ambulatory diagnostic services, et cetera, this bill 
provides a minimum which is fully adequate as developed from the 
actuarial findings of the Department based upon fundamental studies 
for ordinary health care. 

Now, Mr. Chairman, the social security approach, and the objec- 
tions to it, I am sure, have been very well discussed by the Secretary 
of Health, Education, and Welfare, and 1 would not undertake to go 
over that ground again, although I am perfectly glad and ready to 
debate the issue on the floor when we get to that point; but I would 
like to say in support of our own program, that it is a first cost pro- 
gram. There is no deductability. The subscriber gets the benefit of 
it at once, as soon as he needs it. It is designed on the minimum basis 
to provide what normally he actually needs, and it represents partici- 
pation by the States and Federal Government in a cost bracket which 
has been pretty well accepted as the estimate of what this ought to 
cost. 

Let me explain that. As you look through these plans, in this com- 
parison form, you find right across the board the cost is about $400 
million per year for the Federal Government. 

Even the McNamara bill, which I think is broader than the Forand 
plan, if you accept that approach, because it does take in those who 
are on old age assistance, contemplates an expenditure of about $400 
million a year for that purpose. 

The Forand plan necessarily encompasses that kind of an expendi- 
ture over and above what is contributed into social security. So as 
you look into these plans, no matter which one you take, you are 
going to have an appropriation of about $400 million from general 
revenues—this is quite apart from the social security contribution. 
This plan is apportioned to the need on a minimum basis where you 
share with the States just about what everybody agrees the Federal 
Government is going to pay out of the general revenues anyhow; at 
the same time you don’t get involved in the social security system 
with all the argument and objection there is against getting into it. It 
seems to us—my colleagues and myself who have combined on this— 
that it is a fair ground upon which to stand in the effort; and I 
understand from Mr. Lesser of my office, who was here this morning, 
that. the Secretary made a most eloquent statement in respect to the 
need for legislation in this field. 

Gentlemen, any figure that. you pick demonstrates it. For example, 
60 percent of the aged have less income than a thousand dollars a year 
and their average medical bill is $125 a year; 16 percent of them spend 
as much as $500 a year. 
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It just seems to me that people who have given their lives in the 
service of our country—in terms of the economy of our country—are 
entitled to this kind of consideration from us in their declining years, 
when they need it. 

I think this is one ground upon which all proponents of all bills 
agree, whether it is Senator Gore’s bill, or any other bill. It seems 
to me we meet on common ground at that point, that is, we feel there 
has to be legislation in this field, whatever may be our differences ag 
to the way in which it should be approached. 

Also, Mr. Chairman, in commendation of our plan I would like to 
point out that 127 million people are now under some kind of a medi- 
cal care program. It may be inadequate and I think in many cases 
it is, especially for our older people, but there is some kind of a pro- 
gram. Now we build upon that by taking advantage of the fact that , 
you just don’t then have to start out from first base with the Federal 
Government running a national health scheme, and I think that is the | 
fundamental problem which is presented by the social security, so- 

called compulsory approach. In our case you don’t do that, you can 
build on everything that you have, and use it, and I think that has 
great advantages. 

Then, in our plan, you also build upon what the States have in the 
way of facilities; facilities differ very materially among the States, ; 

Some States can give a much higher level of medical care than f 
others. There is no reason why one should be retarded over the 
other. And, third, and very importantly our plan is very heavily 
based upon physicians’ care, and here I would like to refer to a sem:- 


nar which I conducted at the College of Physicians and Surgeons in l 
New York about 3 months ago, in March of this year and I would ¢ 
like, Mr. Chairman, to have permission to include the report of that : 
seminar as part of my testimony before this committee if I may. d 
The Cuairnman. Without objection. 0 
(The document referred to follows :) 7 
CONFERENCE ON THE “ROLE OF THE FEDERAL GOVERNMENT IN PROBLEMS OF HEALTE : 
AND MEDICAL RESEARCH,” SATURDAY, MarcH 12, 1960, 9:30 a.m. 
CONFEREES : 
Senator Jacob K. Javits and staff : Wi 
Mrs. Jacob K. Javits. ; ob 
& 


Mr. Allen Lesser. 
Columbia staff: 

Dr. H. Houston Merritt, dean, College of Physicians and Surgeons, and | PD 

vice preisdent in charge of medical affairs, Columbia University. 


Dr. Willard C. Rappleye, dean emeritus and vice president emeritus in E 
charge of medical affairs, College of Physicians and Surgeons. Mg 
Dr. Aura E. Severinghaus, associate dean, College of Physicians and tl 
Surgeons, and professor of anatomy. a 


Dr. Melvin D. Yahr, associate professor of clinical neurology. 
Others: a 
Dr. John Bourke, hospital survey and planning committee. 





Dr. Francis Browning, University of Rochester Medical School. im 
Mr. George Bugbee, president, Health Information Foundation, Inc. = 
Mr. Winslow Carlton, vice president, Group Health Insurance. th 
Dr. Martin Cherkasky, director, Montefiore Hospital, New York City. pI 
Dr. John E. eee dean, Cornell University Medical College. 


Dr. Marcus D. Kogel, dean, Albert Einstein College of Medicine, New 
York City. 
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Mr. McAllister Lloyd, chairman of the board, Teachers Insurance & An- 
nuity Association. 

Dr. Aimes C. McGuinness, executive secretary, New York Academy of 
Medicine. 

The Honorable George P. Metcalf, State senator. 

Dr. David Seegal, professor of medicine, College of Physicians and 
Surgeons. 

Dr. Martin R. Steinberg, director, Mount Sinai Hospital. 

Dr. Thomas Thacher, superintendent of insurance, State of New York. 

Dr. A. W. Wright, Albany Medical School, Albany. 

Dr. Frederick D. Zeman, chief of the medical services, Home for Aged 
and Infirm Hebrews. 

Members of the press. 

MEMORANDUM 
Summary 

The problem of health care for those 65 years old and over is distinct from 
the problem of health care for those under that age; Federal assistance is 
necessary in handling any health care program for the aging; and any such 
health care program should be voluntary, with contributions by the beneficiary 
as well as by State and Federal Governments. These are the major conclu- 
sions that may be drawn from the papers and discussions of those who engaged 
in the conference. 

Discussion—I1 

The first paper was delivered by Dr. Frederick D. Zeman, chief of the 
medical services of the Home for Aged and Infirm Hebrews, who spoke on 
medical preventive services for the aged. He said that the problem of caring 
for the aged so far as medicine is concerned starts on the day the individual 
is born, and stressed the need for retraining professionals so that they could 
handle the problems that older people present. He described the advantages of 
a geriatrics institution, the specialized equipment used by such an institution 
as contrasted with the hospitals. There were no operating rooms, no X-ray 
laboratories, etc., but the geriatric institution could provide better postoperative 
care than a general hospital and had many advantages in caring for those 65 
and over. 

Zeman emphasized that the problems of care for those 65 and over are quite 
different from those we usually anticipate. He pointed out that of the 100,000 
or more who are institutionalized in New York State mental hospitals, many 
are over 65. At Central Islip, for example, more than 50 percent are 65 years 
old and over. However, he said, these 50 percent were not necessarily hope- 
lessly insane; their mental illness is part of the whole process of aging, and 
with proper care they could be taken out of this kind of an institution. 

Prevention of disease among the older people is part of the larger picture of 
preventive medicine, and begins long before the individual has reached the age 
of 65; a dynamic aggressive approach to the problems of preventive medicine 
with particular reference to the early detection of chronic illnesses before they 
become obvious in the aged is what is needed. These preventive services are 
extremely important. 

Dr. Martin Cherkasky, director of the Montefiore Hospital in New York, 
pointed out that the older patients primarily suffer from chronic illnesses as 
contrasted with the acute character of the illnesses that strike younger people. 
He said it is impossible to provide adequately for the older people because there 
is a wide gap in the amount of knowledge that physicians have about treating 
them. One should start in preventive medicine long before the patient reaches 
the age of 65. General medical care must exist first if the program for the 
older patients is to be considered. 

Dr. Cherkasky said that to prevent chronic illnesses, one must be able to 
detect them at a very early stage. Usually the onset of a chronic ailment is 
insidious, the patient doesn’t even know that he has it. The patient, therefore, 
must have “easy” access to physicians if chronic illnesses are to be checked in 
their early stage. It must also be “easy” for the doctor to use all the tools of 
preventive medicine, and in this connection the economic obstacles must be over- 
come. The complexity of modern medicine means that the group treatment, the 
group setup, is important for proper diagnosis and treatment. 

Dr. David Seegal, professor of medicine at the College of Physicians and Sur- 
geons, pointed out that great progress has been made in the last 40 years in the 
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treatment and knowledge of chronic diseases and that 38 diseases which then 
were fatal are now under control. He pointed out, however, that medica} 
schools need considerable strengthening if specialized training for aging people 
is to be developed to any great extent. He suggested that in the accurate treat. 
ment of the aging, the word “appraisal” be substituted for “diagnosis,” ang 
“management” for “treatment.” 

An important point was made by Dr. Martin R. Steinberg, director of the 
Mount Sinai Hospital. He pointed out that younger physicians usually attempt 
to make a complete cure of the patient. Insofar as the aged are concerned, Dr. 
Steinberg pointed out accurate diagnosis and complete cure are not as urgent 
as the need to keep these older people up and about. Being ambulant is prob. 
ably the most important part of the treatment. 

Another important suggestion was made in this early morning discussion by 
Dr. Martin Cherkasky. He said that older patients needed a variety of services 
and he outlined an ideal community situation in which the hospital was the 
centralized medical agency around which was linked the nursing home, home- 
care programs, and other measures designed to get the patient on his feet ag 
fast as possible. Outpatient services would broaden the services of the hos. 
pital but custodial institutions were also needed, all of them linked with the 
central hospital. This was the way in which an effective community program 
could be organized. Dr. Cherkasky visualized a community set up in which the 
hospital with all its medical and diagnostic services would be the first to take 
the older persons, who would then be transferred as soon as possible either to 
nursing homes, to outpatient services, or to some other custodial institution as 
quickly as possible, thereby providing adequate service without placing too great 
a burden on the hospital itself. 

Dr. Zeman stressed the need for “clinical humility,” by which he meant that 
doctors should develop at an early stage a realization that they can achieve 
only limited goals. He strongly supported Dr. Cherkasky’s suggestions, 

Dr. Willard ©. Rappleye, dean emeritus and vice president emeritus of the 
College of Physicians and Surgeons, pointed out that one should not focus only 
on those 65 years old or over. He stressed that one had to consider the whole 
practice of general medicine, medical education, and the ways and means of 
financing this education. He enlarged upon this at a later stage in the dis 
cussion. 

Dr. John FE. Deitrick, dean of the Cornell University Medical College also 
pointed out that where the aged were concerned, prevention calls for making 
people happy, and to see that they get proper nutrition. He stressed the fact 
that poor nutrition lay at the root of a great many of the problems faced by the 
aging. He cited the perils of isolation inactivity and depression as part of the 
problem that had to be overcome. 

George Bugbee, president of the Health Information Foundation, seconded this 
observation. He stressed the need for the doctors to emphasize to their aging 
patients that they find ways and means to live with themselves. 

Another suggestion came from McAllister Lloyd, chairman of the board of 
the Teachers Insurance & Annuity Association. Mr. Lloyd suggested regular 
medical examinations by busines firms for their chief employees as one of the 
ways in which preventive medicine could be most effective in early diagnosis and 
prevention of chronic illnesses. 

Dr. Aimes C. McGuinness, executive secretary of the New York Academy of 
Medicine, pointed out that the old and aging needed twice as much care a 
those under 65. 

2 


Dr. John Bourke, executive director of the New York State Hospital Survey 
and Planning Committee, delivered a paper on hospital trends and the needs ¢ 
those who are chronically ill. He pointed to the development in recent years 
of fewer but better and larger hospitals, and emphasized that the gap between the 
apparent need and the number of hospital beds is not as large as the statistics 
would seem to indicate. The gaps that do develop are the result of chronic cases 
being placed in the hospital where they don’t belong instead of using the hosp 
tal beds for acute cases with consequent much more rapid turnover. 

Dr. Bourke’s paper, which he summarized very briefly, provided statistic 
showing the differences between costs of 10 years ago and costs today. He 
said, however, that despite sizable increases, costs to the patient were not 
much higher because the average length of stay in the hospital has been short 
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ened. This means that intensive treatment is provided over a much shorter 
period of time than 14 years ago. Dr. Bourke warned against overinstitu- 
tionalizing the population and emphasized that the development of nursing 
home units as part of the hospital complex can take care of many of the prob- 
lems of the chronically ill. 

Dr. Bourke called for the reexamination of ways and means to cut down or 
avoid hospital stay altogether. He praised the Hill-Burton program and said 
that it has changed completely the rural hospital system in upstate New York 
and vastly improved medical care in that region. The hospitals were better 
staffed and better equipped and he had only words of the highest praise for 
this program. 

Dr. Bourke favors the large centralized hospital, and he pointed out that 
planning must include the full range of facilities and required services which 
will allow the hospital to serve as a central core for such needs as chronic 
disease care, the nursing home type of care, ambulatory, diagnostic, and treat- 
ment facilities and home-care programing. Sound community planning, he 
said, will tend to avoid unnecessary costly construction and duplication. He 
emphasized that it did not make good sense to keep the patient in a general 
hospital bed which cost $26 a day when the required care could be given in a 
nursing home unit for an approximate cost of $9 or $10 a day. 

Dr. Bourke stressed that the prevention of disease should be our primary goal 
and that good quality medical care and hospital care should be available to all 
as needed. The cost of such care, he said, should be studied within the broad 
framework of the health of our community and with regard to our overall 
economy. More doctors should be trained and more services were needed. Sat- 
isfactory methods must be developed jointly by voluntary enterprise and gov- 
ernment so that all ages of people and all economic groups can share equally 
in the rich benefits which the health, and medical and related sciences have 
provided toward a more healthful life. 

Dr. McGuinness praised Dr. Bourke’s presentation and went on to point out 
the need for more research in the administration of medical care. He pointed 
out that the Hill-Burton program provided only $1.2 billion for research, a 
ridiculously low level. 

Dr. Rappleye cautioned that the problem of costs in taking care of the aging 
will change because those now covered under lower rates will get older and 
then continue to be covered by some form of insurance. Dr. Steinberg urged 
that we look into the quality of insurance coverage, not only the number of those 
who are covered. 

Dr. Marcus D. Kogel called attention to the desperate shortage of registered 
nurses for round-the-clock care, and Senator Javits cited the amendment to the 
Hill-Burton Act which helps nursing homes. He said that we could do much 
more in that direction. 

Dr. Rappleye said that at least one-third of those in the hospital need some 
other kind of care. He minimized the Forand bill; but said that some kind 
of subsidy would be necessary if insurance were to be made available to a much 
larger proportion of the population. He pointed out that you cannot sell a 
complete insurance program once the premium reaches the point of more than 
40 percent of the total cost of the health coverage. In Canada, he said they had 
arbitrarily picked on 3314 percent as the limit. 

The recurrent theme in the general discussion that followed on levels of care 
was that any broad program needed structuring lest the load on hospitals become 
Staggering as it would under the Forand bill. There is need for an incentive 
to put the patient where he belongs, not just to dump him in the hospitals willy- 
nilly. 

The question was raised by Dr. Martin Cherkasky as to whether the Federal 
Government could possibly require employers to carry a health insurance pro- 
gram which would meet minimum standards for their employees in a fashion 
analagous to workmen’s compensation insurance. In reply State Senator Met- 
calf of New York said that bills had been introduced to require employers of 
more than three or four persons to provide basic insurance coverage on a 50-50 
matching basis if the individual were single, and 35-65 matching if he had 
a family. Provision was also made for the payment of premiums during em- 
ployment—there would be basic coverage only. Senator Metcalf pointed out 
that the Governor opposed this bill because New York State might be singled 
out and lose industrial business. 
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An extremely important point was made at this stage of the discussion by 
Dr. Martin Cherkasky. He stressed that the figure of 43 percent of those egy. 
ered by health insurance was misleading because it did not indicate how much 
coverage they were carrying. He pointed out that the problem of health ¢oy. 
erage was really two problems: (1) involving those 65 and older and for them 
Federal support was absolutely essential; (2 ) however for those 55 and under 
some form of voluntary services or insurance plan with a noncancelable clange 
might prove more acceptable. 

Superintendent Thatcher pointed out that the cost of health insurance would 
be more than double if it had to include those 65 and over in any long-range pro. 
gram. The State alone could not carry this kind of cost and therefore a Federa} 
subsidy would be essential. 

In his summary of the morning discussion, Senator Javits pointed out that 
there were alternatives to institutional care and that the need was primarily for 
intermediate care between the hospital and the home. He took note of the 
fact that the upstate (New York) hospital program had been accelerated by 
the Hill-Burton Act and also that its extension to cover nursing homes was inade 
quate. He reviewed Dr. Bourke’s finding that at least one-third of those in the 
general hospital at present could really be taken care of at home or in nursing 
homes. At the same time he recognized the inadequate availabilities of present 
nursing homes. There was need for the Federal Government to get into the field 
of aid to the States and to help accelerate all medical programs. He pointed ont 
the contribution of NIH and also the fact that there was pressure in Congress 
to help pay the beyond tuition cost of nongovernmental medical schools. 

Mr. George Bugbee was opposed to Federal participation in any health insur. 
ance program. He said that employers can pay more of the cost of health care 
and he was not ready to accept the statistics, cited by Dr. Rappleye which placed 
one-third of the cost of care as the limit of the premium which the worker could 
afford to pay. 

Dr. Rappleye referred to the experiences in Europe with health insurance 
and pointed out that there was a decided shift in plans to cash indemnities rather 
than services. This is because cash indemnities resulted in relatively lower cost 
than services. He said that Blue Cross and Blue Shield were also shifting to the 
cash indemnity types of insurance. Dr. Steinberg, however, said that patients 
covered by Blue Cross still largely received services rather than indemnities. 

The conference adjourned for lunch. 

3 


The afternoon session opened with delivery of Dr. Steinberg’s paper on plans 
and proposals for health insurance for the aging. Dr. Steinberg first described the 
American Medical Association's insistence on a voluntary prepayment type of 
insurance, 

Dr. Steinberg’s point was that the voluntary approach alone without govern 
mental help was not feasible. The cost for the aged cannot be borne entirely 
by lounger persons paying increased social security taxes, nor will strengthening 
Blue Cross alone provide the answer. The aged themselves, of course, cannot 
afford the full cost. 

An approach purely by the State and local governments based on need would 
call for a means test. Financing for the indigent by the Federal Government 
means that the cost would spiral anywhere up to $2 billion a year. It would be 
undesirable to attempt to get this fund out of the general revenue. 

Dr. Steinberg then described a proposal made in Colorado for statewide care 
which would be limited primarily to hospitalization. It was based on the fact 
that the aged can participate to some extent in financing the program, and the 
remainder of the program would be paid for out of the general fund. 

Dr. Steinberg made his own proposal which would earmark an increase in the 
social security tax for placement in a separate trust fund to provide hospital 
care for the aging in which the Federal Government would participate as it does 
now in the Hill-Burton Act. Under his proposal approximately 60 days of hoe 
pitalization would be provided, and those 65 to 70 years old would be eligible 
participate. 

Dr. Steinberg explained that his approach differs from the Forand bill in that 
the Government does not pay for hospital service as such but purchases voluntary 
health insurance on an actuarial basis. However it does make coverage manda 
tory since the Government would buy Blue Cross insurance for the aged. 

Dr. McGuinness recommended that the cost for such program come out of get 
eral revenue or out of a compulsory tax. Dr. Rappleye warned against Federal 


_ 


| 


—_. is 


Gate Ba 4 tebe tle 


1 by 
coy. 
uch 
COv- 


ader 
use 


ould 
pro- 
eral 


that 
for 


1 by 
ade 


sing 
‘sent 
field 
| out 
ress 


\SUr- 
"are, 
aced 
ould 


ance 
ther 
cost 
» the 
ients 


plans 
d the 
re of 


vern- 
‘irely 
-ning 
unnot 


vould 
ment 
ld be 


care 
» fact 
d the 


n the 
spital 
, does 
F hos 
ble to 


. that 
ntary 
anda- 


f gen- 
»deral 


SOCIAL SECURITY AMENDMENTS OF 1960 143 


participation and said that Dr. Steinberg’s approach had been rejected in La- 
Guardia’s administration. Dr. Bourke cautioned against the purely welfare 
approach to the problem and called again for an integrated community health 
program in which the contribution to the system would come out of the general 
revenue. : 

Winslow Carlton proposed that a health program be developed in each State 
and the plan submitted to HEW. He would set a minimum level of benefits but 
make provisions for several types of care and would use the indemnity approach 
in preference to services. Anyone 65 or over would be eligible. Insurance would 
be contracted by the States from private carriers and the cost would be shared 
by those eligible to participate who would pay 8 percent of their income. This 
he estimated would cover approximately half of the cost. The remainder of the 
cost would be shared 50-50 by the State and the Federal Government. Mr. Carl- 
ton would earmark a tax on excises to provide the funds for the Federal share. 

Dr. Steinberg questioned whether the people would have the 8 percent and 
pointed out that it would be doubtful whether the States would do more in this 
area to cover cost than they are doing now. Dr. Bourke suggested adding a 
means test. Dr. Cherkasky said that only the rich would buy this kind of health 
insurance. The needy, he said, get such services as they need now from the 
general assistance. 

In his summary, Senator Javits said that there could be health coverage for 
the aged in which the Federal and State Governments would make some contri- 
bution as well as the individual concerned depending upon his income. Differ- 
ent plans for different States were indicated because of the widely different 
range of costs, standards, and available facilities. The Federal share in any 
plan might be covered by some form of tax, but appropriations out of general 
revenues—making the program voluntary for the individual rather than an 
added social security tax making it in effect compulsory—seemed indicated. 

Senator Javirs. This seminar, Mr. Chairman, was a galaxy of the 
leading experts on geriatrics in our part of the country and from other 
parts of the country, and the consensus was that the most important 
single kind of service which could be given to those over 65 was physi- 
cian’s service, and that it was a great mistake to make them go to a 
hospital in order to get the benefit of a health plan for two reasons: 

& aes ; 
One, you would overtax facilities, and second, it wasn’t good for the 
older people themselves; there had to be a great concentration upon 
physician's care and that is what your plan seeks to do. 

It seeks to place emphasis on the fact that there is doctor’s care. 

Now, to conclude, Mr. Chairman, the social security approach to 
medical care for the aged presents the serious problem as we see it, 
of providing mainly benefits of hospitalization and surgery rather 
than of adequate physician’s care despite the fact, as I said, that as 
people grow older they need more care from the doctor. The over- 
whelming evidence of medical statistics shows that subsidizing hospital 
care to the exclusion of office and outpatient care is misguided and 
will tend to create critical situations in sections of the country where 
such institutional facilities are even now overtaxed and where any 
program of expansion will take years to put into effect. 

In that connection, Mr. Chairman, I would like to point to the 
McNamara proposal, which is entirely well intentioned. I think, I 
said a minute ago, it had certain things that broadened it over the 
Forand approach but I point out that this problem of medical facil- 
ities taxes even those who would take the most optimistic view of this 
whole situation. Under the McNamara bill it is necessary to defer 
certain aspects of the service for a period of years because facilities 
Just have to catch up with what they might promise. 

For example, under the McNamara proposal you have five categories 
of service, the last two being diagnostic health, hospital services, and 
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very expensive prescribed drugs—and there you have to wait untij 
the Secretary of Health, Education, and Welfare can work this out 
with his advisory council over a period of time; and they don’t promise 
that you are going to get any such thing until 1962-63. 

Now the reason for that is obvious, because—and I think the Me. 
Namara plan is a pretty en plan, and no matter how yoy 
might try to meet this, the act is you have to take account of what 
exists. 

An argument that has been made against our plan is that it depends 
upon action by the States, and there, Mr. Chairman, I understand the 
Secretary of Health, Education, and Welfare has also produced eyi- 
dence as to 15 plans of various kinds, particularly in the health field, 
where action by the States was very responsive, and where it seems to 
me we are borne out by the fact that there ought to be State participa. 
tion because this participation—in view of the enormous demand for 
this particular kind of improvement in our law—is bound to come 
from the States. 

The States respond when their people want something, and that is 
best shown by the tremendous participation in such programs as the 
Hill-Burton Act for the development of hospitals, and other pro 
grams of that character, where there is Federal-State participation, 

I assume, that the Secretary of Health, Education, and Welfare put 
this schedule in ? 

I would like, then, to put in a schedule as part of my testimony pre- 
pared by the Department of Health, Education, and Welfare as to 
the response to Federal-State grant programs, especially in terms of 
the promptness of the response, and to point out, for example, that 
in the Water Pollution Control Act passed in 1956, all the States 
“ame in the first year; in the National Defense Education Act, be 
tween 45 and 48 of the States came in in the first year. 

(The material referred to follows :) 





RESPONSE OF THE STATES TO FEDERAL-STATE GRANT PROGRAMS 


A review of State response to the various Federal-State grant programs of 
this Department shows that with rare exceptions the programs have found 
universal acceptance by the States. In a number of instances, the grant pro- 
grams were adopted by all of the States within the first year of operation. 
Furthermore, the programs have almost universally called forth State expendi- 
tures ranging far in excess of that necessary to meet matching requirements 


STATE FINANCIAL CONTRIBUTIONS 


In the public assistance area, 27 of the States, all of which have vendor medical 
eare provisions, have contributed substantial amounts of money in financial 
assistance to the aged above that capable of being matched by the Federal Gor 
ernment. The remaining 23 States have not utilized Federal funds up to the 
maximum possible; 15* of these have vendor medical care provisions, and the 
other 8 make no provisions for payment of medical care under the old-age 
assistance titles of the Social Security Act. 

In the vocational education program, the State contributions have been four 
times the amounts called for by the matching provisions. In the health areas, 
all of the programs have evoked a response far exceeding that required by the 
matching provisions of the various programs. This resopnse ranges from Col 
tributions of more than twice the matching requirement in the Hill-Burton 
hospital construction program and the water pollution program to contributions 
of more than 17 times the requirement in the case of the cancer control program, 





1 One of these will initiate its medical care provisions early in 1961. 
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and to more than 20 times the matching requirements in the case of the general 
health grants program and the mental health grants programs. 


NUMBER OF STATES PARTICIPATING 


With respect to health programs in which the Federal Government has ad- 
ministered grants to the States with matching requirements, an impressive 
number of these programs won participation by all of the States beginning with 
the first year of the program. Such programs as the hospital and medical 
facilities construction program (Hill-Burton), the water pollution control pro- 
gram, the tuberculosis control program, and the general health grants program 
were adopted by all of the States in the first year of their inception. In the case 
of the cancer control program, only one State did not join the program in its 
first year. In the case of the heart disease control program, only two States 
did not join the program in its first year. In the case of the mental health 
grants program, all but five States joined the program in the first year, and 
those five joined within the first 3 years of its operation. In the case of the 
maternal and child health services program, all but three States adopted this 
program during its first year, and those three States joined it the following 
year. In the crippled children’s services program, 37 States began participation 
in the first year, 7 States in the second year, 5 in the third, and 1 in the fourth. 

In the field of education, the vocational education program was approved by 
all of the States in its first year. The program of grants to the States for li- 
brary services was approved by 49 States within the first 2 years. The new 
National Defense Education Act, which has four titles establishing State grants, 
has gained participation of from 45 to 48 States in all of these titles. 

The promptness of State response to the seven grant programs in the wel- 
fare and rehabilitation fields has been phenomenal, considering that many of 
them required substantial dollar outlay and extensive new administrative struc- 
ture. More than 30 States adopted four of these program within the first year of 
operation. Within the first 3 years of operation, more than 40 States had 
adopted five of the seven programs, and more than 30 States had adopted the 
remaining two programs. 

The extent of State acceptance of the seven grant programs in the welfare 
and rehabilitation fields is indicated by the fact that all States are currently par- 
ticipating in all but two of these program. In one of these, aid to the perma- 
nently and totally disabled, only four States (Alabama, Arizona, Indiana, and 
Nevada) have not yet participated. In the other extension and improvement of 
vocational rehabilitation, only three States (Idaho, Louisiana, and Maryland) 
have not yet participated. 


Promptness of State response to grant programs 











Number of States 
participating 
Program and year began 
Ist year By end of 
3d year 
General health grants, 1936__..............- shonin iibwieaiannias cae Me Cieanso onan 
Tuberculosis control grants, 1944__.___.. 5 Dish: wiiestanai bine ‘et Be Be ec cs i Tame 
Cancer control grants, 1948_..........._.__. sts. Baaitaaine estat macetedl 49 All 
Iie, = 1 04. ck Dobbooens adopummudcemebodiubansl 45 All 
Heart disease control, 1950 a a a ee ee oe aa 48 All 
Hospital and medical facilities construction, 1947... ................--.------] BE hissed Fe 
Water pollution control, 1956. ......... pp Gtlébnon$sé~ cage seeeaant<a Bien Htedeuwcen 
Vocational education, 1918.................__.. SEI ondistsithvcpntiiaan 
Vocational rehabilitation, 1920_.....___- ’ : setbddinecl : x 34 
Extension and improvement of vocational rehabilitation services, 1955_...--- 32 46 
National Defense Education Act (4 titles), 1950..............-..---.-.-...-- 45-48 | Inapplicable 
NTE ee en edaciuin ciiesicaca 36 49 
Old-age assistance, 1936 er eg sndioos aad 41 50 
II eS acon siducdiideabe ctu 26 43 
Aid to dependent children, 1936___- Lue bipedodaiiieeinet eben 26 | 41 
Aid to the permanently and totally disabled, 1950_.- sinacqatnalasiiecii | 33 | 37 
Maternal and child health services, 1936.................._.-- ieee ae 47 All 
Crippled children’s services, 1986............--.-----.------------+--s------ 37 49 
neue tenvider 900). 6.3. on so el al Sid bk boababaon 33 49 
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Senator Javits. Now it seems to me, Mr. Chairman, that if you are 
dealing with such orders of magnitude, the argument that the States 
won’t come in is not a very good one. 

Mr. Chairman, one last word: I think we have to watch one thing 
and that is how unfortunate and disillusioning it would be especially 
in view of the widespread demand for a bill for medical services or 
care for those over 65, if we pass such a bill and then the beneficiaries 
face the breakdown in its operation because facilities are inadequate 
to the demand. 

I hope very much that these fundamental principles to which | 
have tried to address myself will be borne in mind by the committee, 
and I express the hope finally, Mr. Chairman, that this committee 
will come out with a bill; that it will screen all of this evidence and 
information, all of these bills, and will come out with a bill which 
will go further than the bill which came over from the House. | 
would like to put myself in accord with those, including the Secretary 
of Health, Education, and Welfare, who feel that a more comprehen- 
sive method of dealing with this admittedly great problem must be 
understood by the Congress than the one which was sent over to us 
from the other body and which confines itself essentially to medical 
indigents is not enough. 

Thank you, Mr. Chairman for this opportunity. 

The CuarrmMANn. Thank you, Senator Javits. 

Any questions? 

Senator Gore? 

Senator Gore. I would like to ask one question, if I might. 

I have seen in the paper that Governor Rockefeller has presented a 
plan to the Governors’ conference. Have you had an opportunity to 
review his plan or is his plan similar to your plan ? 

Senator Javirs. Well, Senator Gore, I saw his plan on the ticker, 
and of course I have talked with Governor Rockefeller, and I am well 
aware of his views on this subject. He feels essentially that—from the 
ticker story, I gathered that his plan is partially a social security 
plan and partially a plan like ours—social security to take care of 
those who are under social security, but a plan like ours, which is at 
a minimum a straight general revenue plan and as you go up higher, 
a contribution or subscription plan. This is what he seems to have 
in mind, judging by the ticker report, for those who are not under 
social security. 

As you know, and as everybody knows, I am a very ardent supporter 
of my Governor and his ideas, on the overwhelming majority of 
subjects to which he is addressing himself in terms of national policy, 
I find myself in agreement with him. He and I don’t see eye to eye 
on this social security question in terms of medical care for the aged, 
including that part of it which he wants to put under social security. 
We do see eye to eye—as I imagine I do with you and Senator 
McNamara and our other colleagues—as to the fact that there ought 
to be and must be legislation in this field, if humanly possible at this 
session. 

Senator Gore. Do you agree that it would require some considerable 
time for both the committee and the Senate to arrive at a proper 
solution to this problem with which we must deal ? 

Senator Javits. Senator Gore, I am one of those who is very U- 
happy about this recess, and I don’t think that it would take all that 
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time. I think that sometimes you get more done when people know 
they have to decide and get the job done. I think we have all studied 
these medical plans so much, had so much testimony on them, had so 
many facts and figures adduced, have had such crystallizations of 
sentiment in the country, that I think a good 2- or 3-day debate on 
the floor, with the various alternatives being presented, and following 
a report after this 2-day hearing by your committee—I should thin 
if we really wanted to we could have done this job by the end of 
next week. I don’t charge any bad motive to anybody, I assure you, 
and I fully accommodate my understanding of the good faith involved 
to the views of those who would thoroughly disagree with me. I re- 
spect them and they may be right and I may be wrong. I am only 
giving my opinion. 

' Senator Gore. Thank you, Mr. Chairman. 

The CuarrMan. Any other questions ? 

Senator Bennett. May I ask one question, just to clear up my own 
thinking. 

In the paragraph on your analysis which says “Cost of the pro- 
gram,” do I understand that the program, your estimate of the cost 
of the program is that the minimum benefits would cost the Govern- 
ment about $400 million, and the maximum benefits might cost as much 
as $480 million ¢ 

Senator Javirs. That is correct. 

Senator Bennett. So we are looking about $800-$900 million as the 
total cost, the complete cost of the Federal programing if it were in- 
stalled. 

Senator Javirs. No; the complete Federal cost will be $400 to $500 
million, both between the minimum and maximum and the reason is 
this: When you get above the minimum our plan contemplates pay- 
ment by the subscribers based on their income. 

Senator Bennerr. Well, I read this that the maximum benefits 
would cost a billion and a half. 

Senator Javirs. Yes. 

Senator Bennerr. With estimates of payments by subscribers of 
$400 million. 

Senator Javirs. That’s right. 

Senator Bennetrr. Which would make the Federal share $480 
million. 

Senator Javirs. That is right, as against the $400 million for a mini- 
mum plan with the subscribers paying nothing. 

Senator Bennerr. Then what you are saying is that if only the 
minimum part of the program were adopted it would cost about 
$400 million, but if you add the two of them together you add another 
$80 million to the $400 million. 

Senator Javirs. That is right, because under the minimum basis we 
” assuming you charge the subscriber nothing. He gets the plan 

ree, 

Senator Bennett. I am still a little confused but I am glad to have 
the basic figures straightened out. You are not adding the $400 mil- 
lion and the $480 million. 

Senator Javirs. Senator Bennett, it is important that you do, that 
you are not left confused because you have a keen and fine mind and 


I would like you to understand it because you can be very helpful in 
respect of it. 
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Senator Gort. Why don’t you say that to me? 

{ Laughter. | 

Senator Bennett. You didn’t ask the right questions. 

[ Laughter. | 

Senator Javrrs. I will. 

I think Senator Gore knows I have a very high opinion of him that 
I have expressed on other occasions and I don’t have to apologize. 

It is very important to pinpoint what we are trying to get at. 

We have got a minimum set of benefits here for the total ZTOSS cost 
of which ov verall, for the participation of roughly 12 million over 65 
whom we assume will take advantage out of a ‘total of 16 million who 
are in the country, which is $840 million. Now on the Hill-Burton 
division between State and Federal Governments 

Senator Bennett. First you had better put the figure 12 in front 
of the word million on the third line of that paragr aph. 

Senator Javits. All right. 

Senator Bennerr. Which might help straighten it out. 

Senator Javits. So we have got $840 million in gross costs, division 
under the Hill-Burton formula makes the Federal Government pay 
roughly $400 million. 

Senator Bennerr. That is clear. 

Sen ator Javits. That is right, now if you take the maximum bene- 
fits then you get into that phi ise of the plan which says that if a State 
wishes to go ‘above the minimum benefits then it has got to go, to 
make some provision for payments by those who are the beneficiaries. 
And so, taking the other end of the stick, the maximum, we say that 
plan will cost a billion and a half dollars, but there you get the benefit 
of a higher payment by the States and $400 million from the sub- 
scribers. 

Senator Bennertr. Well, the thing that is not clear to me, let me say 
it back to you, the so-called minimum and the so-called maximum are 
not exclusive. The maximum includes the minimum. 

Senator Javirs. Exactly right. 

Senator Bennerr. And the maximum costs include the nonpartici- 
pating feature which you have described as the minimum, plus the 
participating added values would step the total cost of the program up 
from 840 million toa billion and a half. 

Senator Javirs. Exactly, and that maximum program under a serv- 
ice plan could provide 60 days of full costs semiprivate care in a gen- 
eral hospital, or equivalent cost care in a nursing home or home for 
the aged which might be m: iny more days, in hospit al doctors’ care, 
visits to the doctor’s office, with needed laboratory tests, diagnostic 
X-rays, and specialists consultations and visiting nurse service. You 

can also have, as an alternative an indemnity plan which would pay 
you if you needed it up to $10,000, in aggregate of monetary compen- 
sation care benefits. I would like to point out too, Senator, that is 
very important, that notwishstanding all the debate about a social 
security plan when you got down to cases in a medical plan for Gov- 
ernment employees you adopted a plan exactly like the one we recom- 
mend. 

Senator Bennett. That is all. 

The Cuamman. Thank you very much, Senator. 

Senator Robert C. Byrd of West Virginia ? 

Senator, we are very happy to have \ you, sir, and you may proceed. 
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STATEMENT OF ROBERT C. BYRD, U.S. SENATOR FROM THE STATE 
OF WEST VIRGINIA 


Senator Hartke. I might comment, Mr. Chairman, that he has a 
very fine name. 

The CHAIRMAN. I will agree with that. 

Senator Brrp of West Virginia. Thank you, Mr. Chairman. I 
have a good bit to live up to, may I say. eu 

I am grateful for this opportunity to appear before your distin- 
quished committee in behalf of amendment 6-24—60-N which I have 
offered to H.R. 12580. (A copy of amendment 6-24—60-N referred to, 
an analysis and departmental report, thereon appear on p. 469.) My 
amendment, which is cosponsored by 19 other Senators, would amend 
the Social Security Act so as to permit men to receive reduced benefits 
at age 62 in exactly the same manner and under the same conditions 
as reduced benefits are provided for women at age 62 under existing 
law. Under existing law, a female worker, or wife, who is otherwise 
qualified may elect to receive actuarially reduced benefits at age 62, 
and any widow or female parent who is otherwise qualified may 
receive full benefits at age 62. My amendment would treat men 
workers, husbands, widowers, and male parents in exactly the same 
way as their counterparts of the opposite sex are treated under exist- 
ing law. ; 

I have been advised by the chief actuary of the Social Security Ad- 
ministration, Mr. Robert Myers, that the adoption of my amendment 
would involve no appreciable additional cost. As a matter of fact, 
I was advised by Mr. Myers that the net additional cost to the social 
security system would be about one-twentieth of 1 percent. No addi- 
tional payroll tax would be involved. The amount of additional cost 
is small enough that it could be borne within the current financing of 
the system, according to Mr. Myers. 

Under my proposal, a man who decides to apply on his 62d birth- 
day can draw social secuirty benefits equal to 80 percent of the amount 
he would receive were he to wait until he reached his 65th birthday. 
He would have the option of receiving a proportionate increase— 
five-ninths of 1 percent—for each month he delays retirement after 
age 62. For example, a man entitled to a benefit of $100 a month at 
age 65 would receive $80 per month if he chose to retire at age 62, 
under my amendment. If he decides to wait until he is 63 to apply, 
the benefit he would receive for life would be increased to $86.67 
monthly. If he applied at age 64, his monthly benefit would be 
$93.34. 

It is my understanding, Mr. Chairman, that the provisions which 
were adopted into law with respect to reduced benefits for women 
have occasioned no administrative difficulties. In the light of the 
experience gained from the years in which the lowered eligibility 
age for women has been in effect, I think one could be confident that 
the adoption of my amendment would prove to be similarly beneficial 
and advisable. In other words, the 1956 amendment has worked out 
all right in the case of women, and it should prove to be the same for 
men. At the time the 1956 amendment was adopted, there was some 
skepticism about how well it would work. It was charged that the 
lower retirement age would encourage employers to lower the com- 
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pulsory retirement age for women employees. Opponents maintained 
that it would discourage the continued employment of older women 
workers whose potential work life would thus be shortened. Ex. 
perience, however, has failed to bear out these skeptical fears and 
the average age of retirement for women has not been lowered by the 
reduced annuity. “wm 

I realize that there is some question as to whether it is desirable 
policy for the Government to encourage early retirement when the 
science of geriatrics is lengthening the life span of men. Yet it is 
my understanding that only about half of the women eligible for 
retirement at age 62 elected to retire when the 1956 amendment was 
adopted. I think we can properly assume that not so great a per- 
centage of men would elect to retire at 62. Many of the women who 
took benefits in 1956 had been working during the war years and had 
not been working immediately before the adoption of Senator Kerr's 
amendment. Most men will continue to work until age 65 or some- 
what thereafter as long as they are physically able or as long as there 
is employment. Moreover, Mr. Chairman, automation is here to stay 
and it constitutes a growing problem with which our society is going 
to have to deal more and more in terms of unemployment. <A recent 
study of automation prepared by the National Planning Association 
points out that, according to Census Bureau estimates, the average 
annual increase in the labor force is presently 700,000 to 800,000 and 
that, by the year 1965, it will reach the figure of 1 million or more, 
It is necessary then that we find new job opportunities for these 
younger workers who are annually entering the work force. 

Additionally, the problem of changing markets poses itself in the 
question of whether or not the needed job opportunities will appear 
at the right place and at the right time. The rate of increase in 
employment in some of the industries now being automatized does 
not begin to match the increase in productivity made possible by new 
processes. For instance, in the chemical industry, productivity rose 
53 percent between 1947 and 1954, but employment rose only 11 per- 
cent. In oil refining, output increased 22 percent since 1947, but total 
employment fell by 10,000. Automation has made itself felt in the 
mining areas of my State. Whereas only a few years ago, 135,000 
miners were employed in West Virginia, today less than 40,000 are 
employed. A continuous mining machine operated by 6 workers will 
load the coal originally requiring the time and labor of 40 men. The 
problem is not peculiar to West Virginia. The textile and shoe work- 
ers in the New England States have experienced the same sudden 
shift in an employment pattern which had existed for over 100 years. 
Further changes will create catastropic dislocations of workers. 

The distinguished senior Senator from Oklahoma, Mr. Kerr, whois 
a member of your committee, Mr. Chairman, pointed out in presenting 
the 1956 amendment which brought about the same change for women 
workers, that the privilege of electing earlier retirement with propor- 
tionately reduced benefits is one that has demonstrated its effective- 
ness in the civil service retirement system, the railroad retirement 
system, and in many private pension plans. The principle is one 
which makes possible an added flexibility to the retirement program 
without, excessively increasing the cost to the contributor. 

Mr. Chairman, I would like to refer to my amendment in the same 
words as those which were spoken by Senator Kerr in 1956, and I 
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will only take the liberty to substitute the masculine gender for the 
feminine. An important consideration in connection with my amend- 
ment is the fact that the choice of the date of retirement is voluntary. 
No man will be required to retire at age 62. The choice will be his. 
If he does not elect to take a slightly lower benefit to qualify before 
age 65 and instead decides to wait until he is 65 years of age to apply, 
he will still be entitled to his full benefit. 

Mr. Chairman, there are approximately 1.8 million men who poten- 
tially would be eligible to retire at age 62 immediately if this amend- 
ment were to be adopted. They would not be forced to retire. The 
choice would be an option: al one, and it would be up to the individual. 
There are many—in fact, a majority, I would assume—of these men 
who would prefer to continue to work. Yet, on the other hand, there 
are some who would want to retire and who should retire. There are 

many individuals who are not physically able to continue working 
after they reach the age of 62; yet they are not disabled to the extent 
that they can qualify ‘for disability benefits. This amendment would 
permit these individuals to retire and make room for younger workers. 

Mr. Chairman, certainly at this late date in the session, I would be 
very reluctant to ask your committee to accept an amendment of a 
controversial nature. However, the amendment which I am presenting 
to you here today, if I may summarize its purpose and effect, merely 
accords to men the same privilege of earlier retirement on an actuari- 
ally reduced basis that has been available to women since 1956. This 
amendment would involve no appreciable increase in cost to the social 
security insurance system. Furthermore, it is not envisioned that any 
great percentage of eligible men will wish to avail themselves of the 
election which it offers. Still this amendment is of great importance 
to that relatively small number of men who, because of ill health, 
unemployment, underemployment, or other personal reasons, find it 
impossible or ill advised to continue working until they attain the 
age of 65. Moreover, it should be pointed out that the benefits pro- 
vided by the social security system are not gifts of charity or handouts 
from the Federal Government, but are payments actually earned and 
paid for by the workers and his employer. Why not then make it 
possible for those who, perhaps for adverse reasons beyond their 
control, wish to receive at an earlier age that which is justly theirs 
and for which they themselves have paid ? 

You gentlemen know, as a practical matter, that there will not be 
another opportunity to present an amendment of this nature for ap- 
proximately 2 or even 4 more years, until such time as a social se- 
curity bill again comes over from the House, and whenever a social 
security bill “does come from the House it customarily reaches the 
Senate at a late date in the session. The situation here today is no 
different from what it has been in the past and probably will be in the 
future. Therefore, Mr. Chairman, I respectfully urge that consid- 
eration be given to the adoption of my amendment at this time. 

The Cuatrman. Thank you very much, Senator. 

Your amendment has already been referred to the Secretary of 
Health, Education, and Warfare, for report thereon. 

(The report referred to appears on p. 469.) 

Senator Byrp of West Virginia. I thank you, Mr. Chairman, for 
this opportunity to appear before you today. 

58387—60-——11 
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The Cuarrman. Any questions / 

Senator Curtis. One question. In your statement you say: 

Moreover it should be pointed out that the benefits provided by the social 
security system are not gifts of charity or handouts from the Federal Govern. 
ment but are payments actually earned and paid for by the worker and his 
employer. 

I am not raising the question as to earned, but on the question of 
paid for, can you cite any actuarial evidence of that statement? 

Senator Byrp of West. Virginia. Are you saying, Senator, that the 
worker does not pay for these benefits / 

Senator Curtis. I am asking you if you can cite any actuarial eyi- 
dence that anyone who has retired in the past, if he retired during 
the calendar year 1960 or anytime within the next 5 years will haye 
paid the cost of his benefit, I will not project it farther. 

Senator Byrp of West Virginia. I would say, to the Senator, in 
answer to that question that over the long run certainly it can be 
truthfully said, that the workers are getting back what they have paid 
for. 

Senator Curtis. Now over the long run for all the people collee- 
tively or for an individual ? 

Senator Byrp of West Virginia. Over the long run, for all people 
collectively, who participate in the program, and I think you have to 
view this system and the effects of the program from the standpoint 
of the long run. 

Senator Curtis. What I wish to point out is this: That the social 
security system is a tax on the present producers to pay a social bene- 
fit to those who are retired or disabled. If the individual who retires 
this year at 65 would get a benefit commensurate to what he paid, - 
cluding what his employer paid although that is not earmarked for 
him, I am afraid that benefits would be far lower than they are. Ido 
not mean to quarrel or in any way question the distinguished Senator 
from West Virginia in his notions about what the program should be, 
But I merely point out for the record that often Members of Con- 
gress are challenged with this: “We are paying for this program, 
there is a surplus in the reserve, why don’t you give us more?” 

Actually, the surplus in bonds wouldn’t pay out to the end the bene- 
fits of the people wie are already retired. If everybody eligible for 
retirement now would retire, there wouldn’t be enough money to go 
around, but the program is not something bought and paid for, at 
least not for a number of vears, by the individual and his employer, 
but rather it is a tax on the producing people to pay a social benefit, 
with which I have no quarrel. 

That is all, Mr. Chairman. 

The Cuatrman. Thank you very much. 

Senator Gore. Mr. Chairman, I want to congratulate Senator 
Byrd of West Virginia wpon presenting a point of view with respect 
to an acute problem. I recall that when I, along with a few others, 
was waging a battle to permit a person with total and permanent 
disability to receive his entitlements from social security, at that time, 
as if he had reached retirement age, that many people, including the 
administration, vigorously opposed it. I was pleased this morning to 
hear Secretary Flemming say that our experience with that proposal 
has been so satisfactory and successful, that he urged a further lower- 
ing of that age. 
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Now, you presented, if I correctly understand you, an additional 

oint of view, that a person be allowed to elect to draw his benefits 

fore reaching the age of 65, a male, and if I may venture a sugges- 
tion to you for your consideration, if you would couple with that some 
measure of substantial disability I would think it would reach a very 
necessary point of need. The State of West Virginia has more people 
engaged in the mining of coal than does the State of Tennessee, but, 
as you know, the State of Tennessee is a large coal-producing State 
also. Men who labor heavily, such as coal miners, frequently are 
forced to retire before age 65, would the Senator agree with that? 

Senator Byrrp of West Virginia. That is correct; yes. 

Senator Gore. It may not be a permanent and total disability as it 
is interpreted now which almost requires one to be bedridden. Yet 
there, again, full employed judged by any reasonable standard may 
have come to an end at age 60. Would the Senator be willing to give 
some thought to that point of view ? 

Senator Byrp of West Virginia. Mr. Chairman, in reply to the 
suggestion offered by the distinguished Senator from Tennessee, it 
would seem to me, and I want to preface my answer by admitting that 
Iam certainly not a student of this subject, I don’t have many of the 
answers and I certainly don’t know all of the answers, but I would 
envision a difficulty in defining just what you would mean by “sub- 
stantial disability.” 

Senator Gore. Well, I think we might find it necessary to do some 
defining. Of course as of now, permanent and total disability must 
be certified by a competent physician, and not only does it involve 
total disability but the doctor’s best estimate that it is permanent 
and total. This is a very rigid interpretation. A person with a seri- 
ous heart attack may have difficulty with an interpretation. I have 
such a case in mind now. A neighbor of mine in my home State has 
had a series of heart attacks which have seriously impaired his earning 
capacity, though there are still a few things that he can do. There- 
fore, he is not entitled to draw security, draw or receive security bene- 
fits. 

The point of view I am trying to suggest, and I, like the Senator 
from West Virginia, do not have the final answer—I don’t know that 
any of us have the final answers in this field of human relations or 
problems, but surely there is room to make some finding and give some 
definition that a person who has lost a substantial portion of his 
earning capacity as a result of physical disability should be entitled 
to consideration and perhaps entitlement to receive the benefits to 
which he will be entitled if he ever lives to be 65. 

Tam not proposing a set formula to the Senator, but as I listened to 
his statement it occurred to me that if he coupled this lowering of age 
with substantial disability, like you think it would be defined, then 
he would have really touched a very sensitive point of need. 

Senator Byrv of West Virginia. Mr. Chairman, Congress said that 
there must be a strict definition of disability. There must be a cutoff 
REN and that definition was total and permanené disability, I be- 
ieve. 

I think if we would merely give the man the option of retiring at 
an age below 65, and as I have recommended a minimum age of 62, 
it would automatically take care of that in-between group of indi- 
viduals who are not r “ally physically able to do the kind of work that 
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they have been accustomed to doing throughout their working life. 
time, but who are unable to qualify under the present definition of 
total and permanent disability. 

Consequently, those individuals could elect to retire by taking the 
actuarially reduced benefits. Many of them simply can’t find employ. 
ment, or they are underemployed, as I have already stated, and this 
would give them the opportunity to retire and make room for younger 
workers. 

You spoke of coal miners. I grew up in the home of a coal miner, 
and my boyhood years and early manhood years were spent in the 
mining communities, and when a man spends 50 years of his life 
30 years of which have been in a coal mine, he cannot find employ. 
ment in any other field. He has been trained for that kind of work, 
and when he becomes broken down with arthritis and heart clisease, 
and stomach ulcers and many of the other ailments that attach them. 
selves to that kind of labor, he needs to have the option to retire at 
an earlier age than that of 65. Many of those men can scarcely walk 
around at age 60 or 62, and yet they can’t qualify as being totally 
and permanently disabled. 

I merely want to give them the opportunity, if they wish to choose 
retirement at age 62, to do so, and, as I say, it would not be mandatory, 
It would be voluntary, it does not constitute an additional burden on 
the system, and it would make room for some of our younger people 
who are entering the work force to find new job opportunities. | 
think it would be more in keeping with the realities of our present 
day industrial society, confronted as it is with automation which is 
here to stay, and I just feel, Mr. Chairman, that we ought to give very 
strong consideration to doing this for men, especially in view of the 
fact that the 1956 amendments have worked out so very well in the 
case of women. 

The Cuarrman. Thank you very much, Senator, you have mades 
very clear statement. 

Senator Byrp of West Virginia. Thank you, Mr. Chairman. 

The CHarrman. Mr. Secretary, will you resume? 


STATEMENT OF HON. ARTHUR S. FLEMMING, SECRETARY OF 
HEALTH, EDUCATION, AND WELFARE—Resumed 


The CHarrman. When we recessed, Senator Hartke was interr+ 
gating the Secretary. 
Senator Hartke, you may proceed. 


“ 


' 


Senator Harrke. I have some questions. I would like to say with | 


regard to Senator Byrd’s statement that I am cosponsor of this meas 
ure and previously introduced legislation of the very same type and 
believe it is a good idea and thank the Senator for it. 

Senator Byrp of West Virginia. I thank the Senator from Indiana 
and I wish to point out he is one of the cosponsors of my amendment 
and is a very avid supporter of this legislation and I appreciate the 
courtesies that have been accorded to me today by every member of 
this committee. 

Senator Harrge. Mr. Secretary, as I said before, you have done an 
outstanding job here in pointing out very succinctly and very fairly, 
stating obvious facts particularly concerning the human and presett 
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need of these aged people. And the fact that you pinpoint it and 
say, “It is a crisis.” And you fully recognize and accept the fact 
that the Federal Government should take additional action in this 
field, which in and of itself sometimes is open to dispute from other 
quarters representing the administration, but at least this seems to 
be very fair from your point of view, and the fact that a large per- 
centage of the persons aged 65 and over do not have any protection 
against this particular situation, and I asked you before lunch when 
this first occurred to be of such a substantial nature and I believe 
you said something about 1954 when a program was proposed. ‘That 
was not during your term, but prior to your term, is that right? 

Secretary FLemMiInG. When Secretary Hobby was the Secretary. 

Senator Harrkxe. This program is not in substance the same type of 
program you have proposed today ? 

Secretary Fiemmine. No. The same basic problem, but it was an 
entirely different approach. 

Senator Harrxr. It dealt with the need for medical attention for 
the aged. 

Secretary Firemmine. That is right. 

Senator Harrxe. That is about as far as they are similar; is that 
right ? a 

Secretary Fremmine. Yes. I think that is fair because this is an 
entirely different approach. 

Senator Harrke. So what we find is that the 1954 approach and the 
1960 administration approach, and the Forand approach and the 
McNamara approach and the Gore approach, all of them have com- 
mon ground in recognizing the need ? 

Secretary Ftemminc. That is correct. 

Senator Harrxe. Then, since that time, haven’t a number of studies 
been made upon this matter? 

Secretary Fiemmine. Senator Hartke, at the request of the Ways 
and Means Committee, which I think was transmitted to the Depart- 
ment in 1958, the Department did make a very comprehensive study 
of this whole area, and submitted the results of the study to the Ways 
and Means Committee last April—April 1959. 

Senator Hartke. April 1959? 

Secretary Fremminc. Yes. That study was an effort to bring to- 
gether the facts, relevant facts, an effort to identify the issues, and 
an effort also to identify the pros and cons in connection with certain 
possible approaches. It did not, as you undoubtedly appreciate, con- 
tain any recommendations because that. was not the kind of a request 
that the Ways and Means Committee made. 

Senator Hartke. Then, May 3, 1960, again a report was made; isn’t 
that right ? 

Secretary FLemmine. Well, on May 4 I testified before the Ways 
and Means Committee and presented to the committee the plan which 
I presented to this committee this morning. 

Senator Harrxr. That was also along with the President’s own 
recommendations along this line? ; 

Secretary FLemminc. The plan I presented was the administration’s 
plan which had been cleared with the President. 

Senator Harrxe. And the President himself presented to the Ways 
and Means Committee on that day his own endoettenent of that pro- 
posal and the need for this type of care ? 
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Boaitaty Fiemmine. Well, I testified and in testifying indi. 
ca — 

Senator Hartke. I am not disputing that you did. 

Secretary Fiemmine. That is right. 

Senator Hartke. But did you not carry a message or was not 4 
message transmitted to the Congress and the Ways and Means Com- 
mittee and the Finance Committee? 

Secretary Fiemmine. Iam sorry. I know to what you refer. Just 
about that time—it was not the same day but a day or two before~ 
the President transmitted a special message to the cme in which 
he underlined his desire to have legislation in a number of areas and 
he included in that m e this particular area and also indicated 
that the plan that I — be presenting to the committee did haye 
his enthusiastic endorsement. That is correct. 

Senator Harrxe. At that time I think you made a statement, some- 
thing to the effect that this was done after meticulous study. 

Secretary Ftemminc. Well, I don’t know whether I used the word 
“meticulous,” but certainly there was a lot of study and discussion 
that went into it. 

Senator Harrxe. Do you feel it was after meticulous study, then, 
if you didn’t use the term ? 

- ecretary FLemmine. Yes; I would be perfectly willing to accept 
that. 

Senator Harrke. I am not trying to cross you on words, I just want 
to find out the situation. 

Secretary Fiemmine. Yes. 

Senator Harrxe. Do you think any more studies are necessary be- 
fore some type of plan be inaugurated ? 

Secretary FiemMine. Well, I appreciate that is an area wher 
people have certainly differing points of view. 

Senator Harrxe. I am not asking for anyone’s except your own. 

Secretary Fiemmina. I know it. I listened to Senator Javits’ com- 
ment on a similar question, and I have felt as a result of the consid- 
eration which has been given this problem over a period of years that 
it should be possible for the Government to act now in an effort tobe 
of help to these older persons. In other words, I have had the feeling 
that it should be possible for action to take place at this session of the 
Congress, hopefully action in which the President could concur, so 
that we would have a law on the statute books at the end of this ses- 
sion. I believe that it is possible to do that. 

Senator Harrxe. Do you think we should wait until after the 
White House Conference on the Problems of the Aged is completed in 
January ? 

Secretary Firemmine. I have not felt we should and have so indi- 


cated on a number of occasions. The White House Conference on the | 


Aging, as you know, is being held at the direction of the Congress 
with the concurrence of the President, of course, who signed the bill. 
I think it is going to be extremely helpful in assembling basic ma 
terial on many problems related to the aging and helping to dere 
a consensus as to what should be done in these areas. And I also f 

that the State conferences that are being held prior to the White 
House Conference, have been, and are proving to be, very helpful 
along this line. But I don’t think that a White House Conference on 
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the Aging will carry us much further down the road in terms of de- 
veloping a consensus on this particular problem. I think that there 
have been assembled the facts that are needed to deal with this problem 
now. L ‘ 

Senator Hartke. What I understand you to say in substance is 
that we can study and study and continue to find problems which we 
didn’t know about before, and facts which we didn’t know about be- 
fore, but this doesn’t mean that this present human need shouldn’t be 
met and acted on now. 

Secretary FLemminc. That is correct. 3 

Senator Harrkxe. Did you make any recommendations either per- 
sonally to the President, prior to January of this year and prior to 
the state of the Union message to the Congress concerning any pro- 
posals to meet this present and human need¢ _ ; 

Secretary Fiemminc. No, I did not. I indicated to the Ways and 
Means Committee last July that our Department, on the basis of the 
report that we had submitted, was endeavoring to come to grips with 
the various methods for dealing with the problem, and endeavoring 
fo carry on discussions within the executive branch. But those dis- 
cussions were not concluded until prior to the time I appeared before 
the Ways and Means Committee, in May of this year. 

Senator Harrxe. In other words, no proposal was submitted prior 
to the state of the Union message. 

Secretary Fremmina. That is correct. 

Senator Harrkxe. And, therefore, it could not have been rejected 
although it was not mentioned in the state of the Union message in 
any form whatsoever ? 

Secretary FremMine. That is correct. 

Senator Harrke. In fact, in the state of the Union message or in 
the recommendations which you made which should be incorporated 
in it, was this problem pointed out as being one of the present human 
needs of America ¢ 

Secretary Ftemminea. No, I didn’t even make any recommendations 
along that line because I knew that we were working on the matter. 
I knew that we had not yet crystalized our thinking within the execu- 
tive branch and reached agreement on a program. It was my feeling 
that I didn’t need to say anything more shout it until we were actually 
ready to present a plant. 

Senator Harrxe. Is this true of all programs, in other words, that 
you were working on, and many programs which were mentioned in 
the state of the Union message, were they all crystalized at the time 
of the President's message to Congress ? 

_ Secretary Fremrina. I don’t have the state of the Union message 
in front of me and I don’t recall all of the things that were in it. But 
certainly the things that were endorsed by the President were matters 
on which we had crystalized our thinking and on which we did have 
definite proposals. I can think of one other illustration in the area 
for which we have responsibility, namely, aid to education. We had 
proposals before the Congress in February of 1959 on aid to education, 
and those have been reemphasized and reiterated a number of times by 
the President since then. 

Senator Harrxe. I don’t think I want to go off to aid to education 
right now if it is all right with you. 
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Secretary Fiemmine. That is just cited as an illustration. It is on 
the problem we have to come to grips with in the closing days, 

Senator Harrkxe. Did you submit any request to the Bure: au of the 
Budget contemplating any action which would be forthcoming from 
the administration ¢ 

Secretary Fitemmine. Prior to the time that I submitted the plan 
to the Ways and Means Committee, there were many <liscussions 
within the executive branch in which representatives of the Bureau 
of the Budget participated, but I made no formal submissivn to the 
Bureau of the Budget. 

Senator Harrxe. And yet you recognize today that this program 
of yours anticipates almost $800 million plus for this particular Ppro- 
gram for which no preparation by the Budget or in the President's 
state of the Union message could reason: bly have warned Congress 
that the administration was thinking along this line? 

Secretary Fremmine. Well, you can’t warn people about a par. 
ticular approach if you haven’t yet developed the approac h, and we 
hadn’t developed the approach. And, of course, I think it is also 
fair to say, as I brought out in my testimony, that this particular 
proposal doesn’t present any serious problems as far as the 1961 bud- 
get 1s concerned. 

Senator Harrxe. It does not? 

Secretary FLemmina. It does not. 

Senator Harrxe. I see; $800 million does not represent a serious 
problem ? 

Secretary FLemminc. There has been no suggestion that there would 
be an expenditure of $800 million in fiscal 1961. This is a program 
calling for action on the part of the States. There aren’t any State 
legislatures that are going to be in session before January of 1961, 
and they certainly won't finish action on it before March of 1961. 
As I stated in my direct statement this morning, we estimated a cost 
of approximately $5 million including planning costs in fiscal 1961, 
we estimated that by fiscal 1962 the costs would be about $400 million 
total, with about $200 million of that Federal funds. 

Senator Harrke. In other words, this is the present human need 
which doesn’t need to be met now # 

Secretary Ftemmine. Now I don’t think that is a fair deduction 
at all. We have proposed a Federal-State program, because of our 
belief that this is the best way of handling the problem. As I indi- 
cated to Senator Douglas this morning, I recognize that it takes a 
little time to get a Federal-State program underway. As Senator 
Javits indicated to this committee just a few minutes ago when he 
submitted for the record a memorandum that we had developed, the 
history of these Federal-State programs is that they take hold very 
fast once the Federal Government gives the States an opportunity to 
participate. 

We believe that there are values connected with a Federal-State 
form of Government that are important to preserve, and that on 
balance it is worth taking a little time in order to get a Federal-State 
program underway. 

Senator Harrxe. Let me ask you, Mr. Secretary-——— 

Secretary Fremmine. Might I also say in that connection that I 
don’t think you have got any proposal before you at the present time 
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that would become operative before July 1961 as a practical proposi- 
tion. My recollection is that the Forand bill, for example, would 
become operative on July 1, 1961, and I don’t recall on the McNamara 
bill, I don’t recall on Senator Gore’s bill but as a practical matter you 
would have to take that amount of time. I am told that the same 
thing is true as far as the McNamara bill is concerned. I don’t think 
that in dealing with a problem of this magnitude that it is possible, 
no matter what approach is taken, to get it underway in a substantial 
manner prior, much before July 1961. 

Senator Harrke. But if it could be, would you recommend such 
proceedings ! : 

Secretary Fremminc. That is what a former President of the 
United States used to call an iffy question. I don’t believe it can be 
done, so I don’t see there is any point in responding to that type of 
a supposition. ; 

Senator Harrxer. Let me ask you, Mr. Secretary, provided Con- 

ress provided a means by which this could be done earlier, would you 
amenable ? 

Secretary Fitemmina. I don’t believe Congress can as a practical 
matter. 

Senator Harrxe. Why have you been unable to get a bill introduced 
embodying your proposals ? 

Secretary Fremmine. Well, the bill has recently been drafted, and 
Iam confident that a bill will be introduced. 

Senator Harrxe. A bill will be introduced ? 

Secretary FLem™inc. Iam confident it will be, yes. 

Senator Harrke. When? 

Secretary FLemmine. Well, I don’t know when. The bill is before 
this committee, you can—this committee can deal with it at any time 
that it wants to. It has been before the—— 

Senator Harrxe. As I understand it, you have a proposal, Mr. 
Secretary, which was before the Ways and Means Committee. 

Secretary Ftemmine. You have in the record of the hearing this 
morning the complete draft of a bill. 

Senator Harrke. But no one has introduced it. 

Secretary Femina. That is true, up to the present time. 

Senator Harrxe. And this matter has been under continuous ex- 
amination by the Ways and Means Committee for quite some time, 
isn’t that true? 

Secretary Fieaminea. That is true. The Ways and Means Commit- 
tee was considering a number of different proposals that were never 
introduced in the form of bills. They proceeded in executive session, 
and explored, I think it is fair to say, at least a dozen different types 
of approaches to this problem. And they didn’t have bills drafted 
on each one that they discussed in connection with their deliberations. 
Ours was discussed very thoroughly and very fully. I had ample 
opportunity to present it, and I had ample opportunity to respond to 
questions in connection with it. 

Senator Harrxe. Do you have any knowledge, either personally 
or members of your staff, as to the ability of the States to raise the 
matching funds of $700 or $800 millions which they will be asked to 
raise? : 

_ Secretary Fiemarna. As I indicated in response to similar ques- 
tions this morning, it is our judgment if the Congress should pass a 
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bill of this kind that because of the nature of the problem, the serious. 
ness of the problem, that the States would find ways of raising the 
revenue that they would need to have in order to participate. 

As I indicated in connection with my discussion with Senator Doug. 
las, we feel that there are States, for example, that would use more 
fully than they have the income tax approach as a source of revenue, 
But whatever method they use, we believe that the people of this 
country are so concerned about this problem that if the Federal 
Government offered this kind of an attractive package, we would 
have the same experience that we have had with other Federal-State 
programs; namely that the States would find ways and means of 
participating. 

Senator Harrxe. Do you think we would have the same type of 
results we have had in the old age assistance program ? 

Secretary Fiemmine. Well, I don’t know to what part of the old 
age assistance program you refer. I think that looking back over a 
period of years that the country has made substantial progress in 
dealing with the old age assistance program under a Federal-State 
approach. I regret the fact that in the medical area, particularly as 
far as medical vendor payments are concerned, there are seven or 
eight States that have not taken advantage of the opportunity that 
the Congress presented to them starting in 1950 I think it was 
expanded in 1956. 

Senator Harrxe. Are you familiar with the fact that the Ameri- 
can Public Welfare Association in a recent study reported that at 
least 85 of the States are not presently meeting all of the requirements 
for the old age assistance programs? 

Secretary Fremmine. That what, 85? 

Senator Harrxe. That not more than 15, that some 35 States is 
what I meant to say, I was thinking in percentages—35 of the States 
are not meeting all of the requirements in order to participate fully in 
the old age assistance program. 

Senator Curtis. Might I say 35 States comes to 65 percent ? 

Secretary Fitemmina. I am sorry, Senator, I am not familiar with 
the report to which you refer, but I am, of course, aware of the fact 
that quite a number of States do not take full advantage of what the 
Federal 

Senator Harrxe. It is much more than seven, is it not? Seven 
don’t participate at all? 

Secretary Fremminc. When I said seven, I was talking about 
States not participating at all in the medical vendor payment part 
of the medical assistance program. 

Senator Harrxe. Under your proposal, this would require that they 
almost triple their contributions to States, isn’t that true? 

Secretary Fremminc. Pardon me? 

Senator Harrxe. Under your proposal, it means they would 
almost be required to triple their contributions to the States. 

Secretary Ftemmine. That is certainly correct. 

Senator Harrxe. Do you have any indication from the Governors 
of any of the States, and, if so, how many are in accord with the 
proposal which you have made? 

Secretary Fremminc. We have had a number of Governors—we 
haven’t gone out soliciting opinions, but we have had a number of 
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Governors indicate an interest in the program, particularly Governor 
Underwood of West Virginia, Governor Del Sesto of Rhode Island, 
Governor Hatfield of Oregon. 

Senator Harrke. Any more? 

Secretary Fremmine. Offhand, I don’t think of others; there may 


be others. 

Senator Harrke. I want you to know I have not solicited any of 
them, either, but today each member of this committee received a tele- 
gram signed by 23 Governors attending the Governors’ conference. I 
submit for the record a copy of that telegram and the resolution 
adopted by the Governors’ conference. 


“We the undersigned attending the 52d annual Governors’ conference urge 
that you and your committee amend H.R. 12580 to provide health benefits under 
the provisions of the old-age, survivors, and disability insurance system. Such 
a program would enable the citizens of our country to contribute small amounts 
during their working lives and have as a matter of right a paid-up health in- 
surance policy to protect them during retirement years when their medical needs 
are likely to be greatest and income lowest.” 


Governors signing: James T. Blair, Jr., Governor of Missouri; Ed- 
mund G. Brown, Governor of California; John Burroughs, Gov- 
ernor of New Mexico; LeRoy Collins, Governor of Florida; Bert 
Combs, Governor of Kentucky; Michael V. Di Salle, Governor 
of Ohio; George Docking, Governor of Kansas; William A. Egan, 
Governor of Alaska; Buford Ellington, Governor of Tennessee; 
Orval E. Faubus, Governor of Arkansas: Orville L. Freeman, 
Governor of Minnesota; Foster Furcolo, Governor of Massachu- 
setts: Ralph Herseth, Governor of South Dakota; Luther H. 
Hodges, Governor of North Carolina: Herschel C. M. Loveless, 
Governor of Iowa; Steve McNichols, Governor of Colorado; Rob- 
ert B. Meyner, Governor of New Jersey: Gaylord A. Nelson, 
Governor of Wisconsin: John Patterson, Governor of Alabama ; 
Abraham A. Ribicoff, Governor of Connecticut; Albert D. Rosel- 
lini, Governor of Washington; Grant Sawyer, Governor of 
Nevada ; G. Mennen Williams, Governor of Michigan. 


TEXT OF RESOLUTION APPROVED BY GOVERNORS’ CONFERENCE, JUNE 29, 1960, ON 
rHE SUBJECT “PROBLEMS OF THE AGING” 


Whereas the Governors’ conference for many years has been acutely aware of 
the growing number and complexity of problems faced by our increasing popu- 
lation of senior citizens, including health and medical care, employment and 
income maintenance, provision of suitable housing, and enrichment of leisure 
time activities; and 

Whereas the most pressing of these problems is the financing of adequate 
health and medical care : Now, therefore, be it 

Resolved by the 52d annual meeting of the Governor's conference, That Con- 
gress be urged to enact legislation providing for a health insurance plan for 
persons 65 years of age and over to be financed principally through the con- 
tributory plan and framework of the old-age survivors and disability insurance 
system: and be it further 

Resolved, That the States support and participate actively in the forthcoming 
White House Conference on Aging to the end that public and private agencies 
be stimulated and encouraged to develop approaches to all the problems of the 
aging. 

Voted for (30): Patterson, Alabama: Egan, Alaska: Fannin, Arizona; Fau- 
bus, Arkansas; Brown, California; McNichols, Colorado; Ribicoff, Connecticut ; 
Collins, Florida; Docking, Kansas; Combs, Kentucky; Reed, Maine; Furcolo, 
Massachusetts; Williams, Michigan; Freeman, Minnesota; Blair, Missouri; 
Aronson, Montana; Brooks, Nebraska: Sawyer, Nevada; Meyner, New Jersey; 
Burroughs, New Mexico; Rockefeller, New York; Di Salle, Ohio; Edmondson, 
Oklahoma; Del Sesto, Rhode Island; Herseth, South Dakota; Ellington, Ten- 
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nessee; Daniel, Texas; Stafford, Vermont, Rossellini, Washington; Nelson, 
Wisconsin. 

Voted against (13): Boggs, Delaware; Vandiver, Georgia; Smylie, Idaho; 
Stratton, Illinois; Handley, Indiana; Powell, New Hampshire: Hodges, North 
Carolina; Hollings, South Carolina; Clyde, Utah; Almond, Virginia; Under. 
wood, West Virginia; Coleman, American Samoa; Merwin, Virgin Islands, 

Absent or not voting (11): Quinn, Hawaii; Loveless, lowa; Davis, Louisiana: 
Tawes, Maryland; Barnett, Mississippi; Davis, North Dakota; Hatfield, Oregon: 
Lawrence, Pennsylvania; Hickey, Wyoming; Boss (Acting Governor), Guam: 
Mufioz-Marin, Puerto Rico. ; 





We the undersigned attending the 52d Annual Governors’ Conference urge that 
you and your committee amend H.R. 12580 to provide health benefits under the 
provisions of the old age, survivors, and disability insurance system. Such q 
a program would enable the citizens of our country to contribute small amounts 
during their working lives and have as a matter of right a paidup health ingy. 
ance policy to protect them during retirement years when their medical needs 
are likely to be greatest and income lowest. 

Governors signing: James T. Blair, Jr., Governor of Missouri: Bé- 
mund G. Brown, Governor of California ; LeRoy Collins, Governor 
of Florida; Bert Combs, Governor of Kentucky; Michael V, Dj 
Salle, Governor of Ohio; George Docking, Governor of Kansas; 
William A. Egan, Governor of Alaska; Orval E. Faubus, Governor 
of Arkansas; Orville L. Freeman, Governor of Minnesota; Foster 
Furcolo, Governor of Massachusetts; Ralph Herseth, Governor of 
South Dakota; Luther H. Hodges, Governor of North Carolina; 
Herschel C. Loveless, Governor of Lowa: Steve McNichols, Gover. 
nor of Colorado; Robert B. Meyner, Governor of New Jersey; 
Gaylord A. Nelson, Governor of Wisconsin; Abraham A. Ribicoff, 
Governor of Connecticut; Albert D. Rosellini, Governor of Wash 
ington; Grant Sawyer, Governor of Nevada; G. Mennen Williams, 
Governor of Michigan; John Burroughs, Governor of New Mexico: 
Buford Ellington, Governor of Tennessee; and John Patterson, 
Jovernor of Alabama. 


Secretary Fiemurnc. Iam not surprised at that. 

Senator Harrke. Would you feel that this would indicate that these 
States feel this isa proper approach ? 

Secretary Fiemmina. I am sure the Grasenbes of those States, if 
they signed such a telegram, feel that way about it. We just don’t feel 
that the social sec urity approach is the r tabi approach to dealing with 
this problem. We just take issue with them. I am not at all surprised, 
and I wouldn’t be at all surprised as I indicated this morning, at any 
Governor of any State indicating something a little less than enthe 
siasm for facing the necessity of raising additional revenue in order 
to participate in such a program. I know that it isn’t easy to do it. It 
is never easy to adhere to our Federal-State system of government, 
But I believe that it is worth the price that we have to pay to try to 
adhere toit. It isn’t the line of least resistance by any means. I know 
it is a difficult road to travel. But we have traveled it and traveled 


it quite successfully in one area after another in this country, andI | 
don’t see any reason why we shouldn’t attempt to travel it. in this 


particular area, and then let the proof of the pudding be in the eating 
thereof. 

Let’s see how many States come in and how fast they come in, and 
I think that we will be surprised at the number that will come intoit 
and the rapidity with which they will come into it. 

Senator Harrxe. But you still feel the fact that these Governon 
should have no bearing upon the ultimate type of program to be 
endorsed ? 
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Secretary Fiemminc. This is evidence that has been presented to 
this committee and which this committee, of course, will weigh. We 
simply stated to you our conviction that, it would be unwise and un- 
fortunate to attempt to deal with this problem by using the social 
security mechanism. We have given our reasons for feeling that to 
some degree you would be running the risk of jeopardizing the prog- 
ress that we have made under the ‘social security mechanism. We 
presented other reasons. Senator Javits has presented still other 
reasons in appearing before the committee this afternoon. 

I think we should definitely keep in mind the fact that the possi- 
bility of using the social security approac h has been under discussion 
for a period of 10 years, and so far it hasn’t been able to get off the 
ground. Now that must mean that there is some reluctance on the part 
of the people of this Nation to move in this particular direction. And 
T think it is signific ant to note that in the Ways and Means Committee, 
when they were given the opportunity of voting on the social security 
approach, they turned it down 17 to 8. 

Now it seems to me that if we really w ant to make progress in 
dealing with the needs of our fellow human beings, we should recog- 
nize as a fact that we are having trouble getting off the ground by 
using the social security approach, and instead of that try to use an 
approach that is characteristic of our way of handling problems of 
this kind, namely the Federal-State approach. If it works, fine. 
If it doesn’t work you haven’t foreclosed the possibility of trying 
the other route. 

But the trouble is that we are siting around year after year discuss- 
ing the desirability of going the social security route and we make 
no progress. We don’t get off dead center at all. 

Our thought is, here is a way to go to the Federal-State approach, 
which is typical and characteristic of the way in which we have han- 
dled other similar problems that can get us off the ground, can get us 

started. Some people will begin to get some help, evaluate it, and 
if the country feels that it hasn’t gone as far—it hasn’t met the prob- 
lem to the extent that it should—it can try another route. You start 
down the social security route, however, and you have foreclosed the 
other possibilities, but there is-—— 

Senator Harrke. Mr. Secretary, just a minute. You certainly don’t 
plan to contend that you disapprove of the social security program as 
presently operated ¢ 

Secretary Fiemmrna. I certainly don’t, and I am on record time 
and again for it. 

Senator Harrxe. Certainly this is an American approach. 

Senator Fiemmine. I didn’t say it was not an American approach. 
You are putting words in my mouth when you say that. I didn’ "t say 
that at all, and you know I didn’t say that. 

Senator Harrxe. Then I apologize to you, sir, you say anything you 

want to and I am not going to try to put any words in your mouth, 
but I want you to know you left the implication with me that you 
thought the social security approach—— 

Secret: ary Fiemmine. Just say one thing that I said that would 
leave an impression of that kind in the minds of any person listening 
to it. All I said was that the social security approach in handling 
this health insurance problem had been under discussion, to my knowl- 
edge, for a period of at least 10 years. 
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Senator Harrxe. All right. 

Secretary Ftemmine. And it has never gotten off the ground. 

Senator RTKE. That doesn’t mean it is wrong, or it doesn’t mean 
it is right. 

Secretary FLemmine. Well, it does mean that there is resistance to 
the idea, resistance that was expressed just as recently as 2 or 3 weeks 
ago in the Ways and Means Committee with a negative vote of 17 
to 8. My suggestion simply is if there is that much resistance to that 
approach why not tackle this problem by using the kind of an approach 
that we have typically used in this health area } 

Senator Hartke. You don’t need to worry about that. I might 
agree with you. All I am trying to find out are exactly some of the 
facts that I think are necessary. 

Are you also familiar with the fact that Governor Rockefeller, of 
New York, has endorsed the social security approach, as well as Gov- 
ernor Burroughs, of New Mexico, Lawrence, of I ennsylvania, in sepa- 
rate endorsements of this program not contained in the wire / 

(See p. 187 for text of statement by Gov. Nelson A. Rockefeller re 
ea to.) 

Secretary Fitemine. I am very much aware of the fact that Goy- 
ernor Rockefeller has endorsed the social security approach, and I am 
very much aware of the statement that he has made within the past 
few hours on that approach. And I am aware that he has attacked 
the proposal that I have submitted to the committee this morning on 
the ground that it is a fiscally unsound approach on the ground that 
it would be cumbersome to administer. As far as its fiscal unsound- 
ness is concerned, I cannot understand the reasoning back of a gen- 
eralization of that kind. As I tried to point out this morning, it is 
possible to move into a Federal-State approach with this program, 
just as we have with many other programs, and do it in a fiscally 
responsible manner. AI] you have got to do is do it in such a manner 
that your total budget is a balanced budget; and certainly when we 
are talking in terms of an $80 billion budget we don’t have to assume 
that it isn’t possible for us in 1962 to find $200 million to get this 
program underway and ultimately build up possibly to a total of 
$800 million. The country is capable of doing that and adhering to 
a policy of fiscal responsibility. 

As far as the administration of the program is concerned, as I have 
indicated earlier, of course, it isn’t the easiest thing in the world te 
administer a Federal-State program as contrasted with a centralized 
Federal program. But in our Nation we have come to believe that 
there are values that flow from a Federal-State program that you 
don’t get from a centralized program. 

Senator Harrxr. Before I put words in your mouth—there are 
values which flow from the Federal-State program— let me ask you, 
then, are there any values which flow from the social security pro 
gram? There is where I guess I got lost a while ago with you. 

Secretary FremMina. I feel that the Congress and the executive 
branch have followed a sound policy in providing for retirement, 
survivors, and disability insurance benefits through the use of the pay- 
roll tax, and the use of the social security trust fund. These are 
wage-related benefits. But these are quite different from the type 
of service benefit that is being suggested in the health insurance area. 
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I feel that this country should be proud of the old-age, survivors, and 
disability insurance program. I feel that it has moved forward on 
a sound basis, and I feel the proposals that are before this committee 
at the present time would strengthen it still further. One of the 
reasons why I hesitate to see health insurance get included in it, is, as 
I indicated this morning, that then your health insurance benefits are 
going to have to compete with the benefits under retirement, disability, 
and survivors, and I am not at all sure that we are ready to freeze 
those benefits at a particular poimt. I am not at all sure that later 
developments will not indicate the desirability of the improving of 
those benefits, and if it does indicate that desirability, and you have 
the health insurance program in under the same, then these two sys- 
tems are going to have to compete with one another and, in my judg- 
ment, one or the other will suffer thereby. I think it is far better 
to take health insurance, put it out by itself, and finance it through 
general revenues rather than through the social security approach. 

Senator Curtis. Will the distinguished Senator from Indiana yield 
just briefly ¢ 

Senator Harrke. Just one second. 

I think I understand your point of view, and I will come back to it 
at a later time, but I wanted to cover this other point. 

Senator Curtis. I am not too impressed with these telegrams com- 
ing in from any source, but isn’t it true that in the Forand bill, the 

ayors of the social security tax would be providing medical benefits 
for our present aged and those who would seek retirement under 
OASI regardless of their need / 

Secretary FLemmine. That is correct, sir. 

Senator Curtis. So the people working now, whether it is in a gro- 
cery store, a coal mine, or any place else, will pay a regular social 
security tax to provide health benefits to people over 65 regardless of 
their income or financial status. Also, isn’t it true that under the 
Forand bill there would be many, running into the millions, present 
aged over 65 who are not beneficiaries under OASI, who would re- 
ceive nothing ¢ 

Secretary Ftemmina. That is correct. 

Senator Curris. I think an appropriate answer to those telegrams 
might be a suggestion they read the bill. 

I thank the distinguished Senator. 

Senator Frear. I think it is also true, may I call the attention of 
the Senator from Nebraska, that it isn’t only the health benefits that 
a person is entitled to under social security, it is also remuneration on 
which they would live regardless of their income. 

Senator Curtis. That is true. But this entire problem is put in a 
purview of aged unable to provide adequate and reasonable medica] 
treatment. 

Senator Frear. I don’t want to get into a debate with the Senator, 
but I think that is true with some people. It is not true with all. It 
was not true with the sponsors of the Forand bill. 

Senator Curtis. I understand, and I am not in sympathy with ~oing 
further in a program to put on the youth and the middle aged a social 
burden for people who have passed an arbitrary age when they do 
not need it and they are independently wealthy. 

Senator Frear. The Senator from Indiana? 
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Senator Harrxe. Mr. Secretary, are you also acquainted with the 
fact when you take these 23 Governors that I mentioned—and I on} 
mentioned 23—that they represent 63 percent of the population of the 
United States of America? 

Secretary Fiemmine. Well, Senator, I question whether they reflect 
accurately the views of every citizen in their respective States. 

Senator Harrxe. I would think that would be a fair statement, 

Secretary Fiemmina. They represent a point of view, but in the 
State of Ohio I think probably there would be some disagreement on 
the part of some citizens of Ohio with the point of view expressed by 
Governor DiSalle. 

Senator Hartke. Let me ask you sir, isn’t there some disagreement 
with your point of view ? 

Secretary FLemmine. Of course, there is; that is obvious. [Laugh- 
ter. | 

Senator Harrxe. Does not American Medical Association agree 
with your point of view? 

Secretary Ftemmine. No; they don’t. I said that this morning, 

Senator Harrxe. So I mean, in other words, what we are dealing 
with are point of view, but you do feel the Governors are entitled 
to— 

Secretary FLemmine. They also don’t agree with the social security 
approach, I think you realize that. 

Senator Harrxe. I agree with that. In fact they don’t agree with 
any of the approaches, is that right, that have been suggested in these 
bills? 

Secretary Ftemmine. I think that is correct. 

Senator Harrxe. I understand your contention is that one of the 
reasons and the basic reason that you asked for State and Federal 
participation is the fact that it moves the burden over on to those 
who are more able to pay. 

Secretary FLtemmine. No, let me put it this way so we are accurate 
on it. 

I said one of the reasons that I favor financing the Federal share 
out of general revenues, as contrasted with financing it through the 
payroll plan, is that to the extent we finance the plan out of general 
revenues we are relying to a considerable degree under our Federal 
tax structure, on an income tax which places a proportionately heavier 
burden on those of large incomes whereas under the social—— 

Senator Harrxe. As I understand you said a progressive tax? 

Secretary Fiemmine. That is right, whereas under the social secu- 
rity approach half of the burden would go on earnings of $4,800 or 
less. 

Senator Harrxe. Now then I understand also you realize—gen- 
erally speaking—that most States have regressive taxes upon which 
they must depend at the present time, in fact, about close to 80 percent 
comes from sales or excise taxes, isn’t that true? 

Secretary Firemmine. Well, I don’t know whether you were here 
when Senator Douglas and I were discussing that matter or not. 

Senator Harrxe. Yes, [ heard that. 

Secretary Fiemmine. He used the figure as I recall it, of 60 percent 
as contrasted with the 80 percent. 

Senator Harrxe. 60 or 80. 
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Secretary FLemmine. But as I indicated to him, I certainly will 
indicate to you, that I do recognize that that is the case. I regret it. 

Senator Harrxe. Those are regressive taxes, you are willing to 
concede that, I hope. 

Secretary Fiemminea. I concurred in his analysis and I concur in 
the analysis that you are making. 

Senator Harrxe. What you have on one hand is what you call 

rogressive taxes on the Federal level and regressive taxes on the local 
evel and I want to see if whether you agree on one further step that 
the payroll deduction would be a proportional tax and be neither 
re; ive nor progressive. 

Secretary Fiemmina. I don’t quite follow that. You lost me a 
little bit there. What is the 

Senator Hartke. In other words, it is in proportion to his income? 

Secretary Ftemmina. Yes, but— 

Senator Harrxe. It would not depend upon- 

Secretary Fiemmine. Well, now wait a minute. 

Senator Harrxe. The percentage would come as far as he is con- 
cerned from his income. 

Secretary Ftemmine. It is in proportion—it is—let me put it this 
way, the person with an income of $25,000 is taxed on $4,800 of his 
earnings. 

Senator Harrxe. I understand. 

Secretary FLemminc. The person whose income is $4,800 is taxed 
on $4,800 of his earnings. 

Senator Hartke. That’s right, sir. 

Secretary FLemmine. It seems to me that is not as fair a method 
of taxing as it is to use the income tax. 

Senator Harrxke. I am not asking you to agree whether it is fair or 
not. I was just trying to get the facts in, I am not asking you about 
interpretations of them now. So I just want to get this straight, in 
oher words, we are dealing on the one hand with a situation which is 
going to bolster your theory on the Federal level, but deters from it 
on the State level at the present time under the present State tax 
methods. 

Secretary FtemminG. With this qualification, as I indicated to Sen- 
ator Douglas, the States, to come into this program are going to have 
to raise additional revenue. There is nothing that says they should 
raise that additional revenue by using a sales tax. 

They can use the income tax to a much greater degree than they 
are now using it, and I think most people are in agreement on that 
fact. 

It isn’t easy to persuade them to do it, I recognize that, but I think 
most people recognize that they could. It is my recollection that 37 
States use it to some degree at the present time. Many that are using 
it to some degree could use it to a greater degree. The 37 that are not 
using it could use it. 

Senator Harrke. All right. 

Let me ask you on a different subject then, do you feel that volun- 
tary insurance at the present time can handle the problem of medical 
care to the aged ? 

Secretary Fiemmrna. I stated very clear in my testimony that I do 
not believe it can. 
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Senator Harrxe. Also, I wanted to get this clear, isn’t it also your 
opinion that under the voluntary programs even those who have it 
are in many cases inadequately protected ? 

_ Secretary Fremmine. I stated that in my statement this morning, 
sir. 

Senator Hartke. This morning in an exchange or some place along 
the line, we got into this question of insurance companies involve. 
ment, do you recall that ? 

Secretary Fremmina. Yes, in an exchange with Senator Douglas, 

Senator Harrxr. As I recall, and I don’t want to impute to anyone 
else what impression was left, but the Senator from Indiana received 
the impression that you said that this involved insurance companies 
in no way whatsoever. As I wrong in that ? 

Secretary Firemmrnc. I said that as far as the operation the medical 
care for the aged plan, the plan under which er pay $24 in order 
to become participants, that this plan was to be managed by the 
States. Then I said that we had suggested, however, that the indi- 
vidual have the option of either paying an enrollment fee of $24 and 
becoming subject to this plan, or taking out an insurance policy and 
than having 50 percent of the premium up to $60 taken care of bya 
Federal-State fund. I also said, in order to make the record com- 
pletely clear, that under the benefit plan under which people paid 
$24, and the plan that is managed by the States, that the State could, 
if it wanted to, contract with an agent to administer that plan—not 
the plan that the agent might want to administer, but to administer 
the plan that is provided for in the law. 

Those are the three statements I made. 

Senator Hartke. We can agree in two instances private insurance 
carriers could be involved under your proposal, one individually, and 
one as a State carrier? 

Secretary Fremminc. No, as a State agent. Only as an agent to 
administer the program that is spelled out in the law. They would 
not be participating in the development of the plan, benefits or any- 
thing else. They would simply be used as an agent or could be used, 
just as the State of Colorado uses Blue Cross today to administer the 
vendor payment provisions of the old-age assistance program, So 
in terms of insurance company participation in the sense in which 
I think you and I would normally use it, the insurance company 
would be in the picture in only one situation, and that is if they 
offered major medical expense policies, an individual could pay 4 
premium, and if that policy conformed to the standard set by the 
State, then he could have 50 percent of the premium underwritten. 

Senator Harrxe. Let’s take the first situation. 

Taking all gloss and all coverings and all the nice phrases away, 
this in effect is a subsidy directly paid by the Federal Government to 
an individual who, in turn, pays a premium to an insurance carrier. 

Secretary Fiemmina. You say this is all, I mean this whole pro 
gram is that? 

Senator Harrxe. I am talking about that portion of where the 
voluntary party—— 

Secretary Fremmine. You are talking just about the option. 

Secretary Harrxer. Yes. 
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Secretary Ftemmina. I mean the part where the individual instead 
of paying his $24 and becoming a part of the plan, could go out and 
buy a major medical expense policy. 

Senator Harrxe. Up to $60 and 50 percent, up to $60, would be 
paid by the plan, isn’t that right? _ gr cy 

Secretary Firemmine. That is right, the individual would be sub- 
sidized by the Government for 50 percent of the cost of the premium. 

Senator Harrxe. That’s right, and this is a direct subsidy to the 
individual. 

Secretary Fiemmine. That’s right. 

Senator Harrxe. Which must be immediately transmitted to the 
insurance carrier. 

Secretary Fiemminc. What do you mean, immediately trans- 
mitted ¢ 

Senator Harrke. He can’t put it in his pocket and spend it on any- 
thing else. 

Secretary Ftemminc. Well, I mean there is no question about the 
fact that that 50 percent would apply to the premium costs of a 

olicy issued by a private company or a nonprofit group. 

Senator Harrxe. So when we get right down to it in this particular 
provision what we are doing through rather devious methods, we are 
subsidizing private insurance carriers up to 50 percent of premiums 
involved in voluntary insurance programs. 

Secretary Ftemmine In the first place, why do we use the term 
devious, there is nothing devious about this. 

It is right out there in my testimony. 

Senator Harrxe. It is rather devious to me because I am having 
a rather hard time pulling it out. 

Secretary FLemmine. Why ? 

Senator Harrke. I don’t know why. 

Secretary FLemminc. Have you read it? 

Let’s see what isn’t clear about it. I mean in that I prepared this 
testimony with the idea that I was making a clear statement of it. 

Senator Harrxe. Let’s wait a minute, let me clear up something 
for you. 

Secretary Ftemmina. You said that I have covered up and have 
not made a clear presentation. 

Senator Harrxe. I don’t use the word “covered up ” 

Secretary FLtemmine. Well, “devious,” you can use any term you 
want. 

Senator Harrke. I didn’t say you used the term “devious.” 

Secretary FLemmine. No, you didn’t say I used it. 

But you said this was a devious approach. Here is what I said. 

Senator Harrxe. I said by rather devious method, that is all I said. 
You put it all on me, I am the one who used the word “devious.” 

Secretary Fremmine. All right. 

_ Senator Harrxe. And I didn’t attribute it to you. I don’t want to 
— anything like this to you. 
Secretary Fremmina. Here is what I said. 


Isaid: 


Each State would provide an aged person eligible for participation in the 
program could elect to purchase from a private group a major medical expense 
insurance policy with the understanding that 50 percent of the cost would be 
paid for him from Federal-State matching funds up to a maximum of $60. 
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Senator Hartke. That’s right. 

Secretary FLemMine (continuing) : 

The States would be responsible for establishing the minimum specifications 
for such policies in accordance with broad standards established by the Federa} 
Government. 

It seems to me that is perfectly clear as to just what the proposal 
is and what it will do. 

Senator Harrxe. I want to come back to that, where is that last 
statement there ? 

Secretary FLemmina. States would be upon 

Senator Harrxke. I have got it. That is all right, thank you, sir. 

Forgetting whether it is devious or not, it is, you agree, a direct 
subsidy in effect to the insurance carriers. 

Secretary Ftemmine. I don’t,no. Let’s remember who we are talk- 
ing about now. We are talking about 1 of 12 million people, who 
either paid no income tax, or whose income was $2,500 or $3,800 for 
a dots. All the Government is saying to them is “If you want to 
go out and buy a major medical expense policy, we will take care of 
50 percent of the cost of the premium up to a total of $60.” 

That is all that is being said here. 

To me this is an offer on the part of the Government to be of help 
to an individual who would prefer to get his protection that way as 
contrasted with coming into our overall plan. 

Senator Harrke. Without in any way disputing that, all T am say- 
ing in effect is that everyone who gets a subsidy thinks that this is an 
offer of help from the Federal Government and therefore it is justified 
in the public interest, otherwise we would not approve the legislation. 

Let’s come on back one more moment then to this part where the 
insurance company becomes the agent of the State. Under such a 
situation, who would govern and who would regulate the insurance 
carriers’ activities? 

Secretary Ftemmrne. The State. 

Senator Harrxe. All right. 

Secretary FLemminca. Now, wait. a minute, remember, I mean the 
insurance carriers’ activities would only be the activities of carrying 
out the program spelled out in thsi law. They would have no oppor- 
tunity to exercise any judgment on anything. 

Senator Harrke. They would have a right to audit it certainly, 
wouldn’t they ? 

They would have a right to audit. 

Secretary Fremminc. Who would have the right to audit? 

Senator Harrxe. Federal and State Governments. 

Secretary Fiemmine. What I am saying is, my point is that the 
insurance carrier or Blue Cross, whoever they contracted with, would 
have no right to exercise judgment on anything. All of the judg- 
ment, all of the auditing, would be done by the Federal and State Gov- 
ernments with the State government having the primary management 
responsibility. 

Senator Hartke. That is what I said. In other words, the audit- 
ing and the contracting of the insurance carriers activity, all of this 
would have to be done by the Federal and State Government. 

Secretary Fitemminc. What on the part of the insurance company? 
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Senator Harrxe. The actions on the part of the insurance company 
would be subject to the audit and examination by the Federal and 
StateGovernments. You would agree with that? 

That is correct. You agree that under your proposal the States 
would be responsible for establishing the minimum specifications for 
such policies, in other words, regulation of the insurance carriers? 

Secretary FLemmine. That is correct. 

Senator Harrxe. Under both of these types of programs, all I was 
wanting to get at was that any insurance carrier participating under 
this becomes immediately subject to State and Federal audit and 
inspection ¢ 

Secretary Ftemminc. Well, I mean, if any State decides to contract 
with an insurance carrier, in other words to carry out this program, 
of course, its operations in carrying out this program would be subject 
to inspection. 

May I again call your attention to the fact that the State of Colorado 
has entered into an arrangement with Blue Cross in connection with 
the medical vendor portion of the old-age assistance program. May 
I also call your attention to the fact there is nothing mandatory about 
this at all any more than it is under old-age assistance. The State can 
or cannot do this as it sees fit, and certainly if anybody is worried about 
the inability of the State to contract effectively with an agent to carry 
out this responsibility, why that part of it can be dropped out. But 
that was just simply put in just as it is in the existing public assistance 
law. 

It is simply building on that particular experience, but as far as the 
policies of the individual that he can take out are concerned, the 
Federal or the State Government would not make any payments on 
the premium costs unless the policy was one that the State was willing 
to recognize as a policy that dealt with major medical expense. 

Senator Harrke. All right. 

Secretary FLemminea. Let’s keep in mind that on this one, the insur- 
ance companies, of course, would be providing whatever protection 
they set forth in their policy, they were willing to provide and it 
would be—— 

Senator Hartke. They would have to come up with a minimum 
requirement of your program, wouldn’t they ¢ 

Secretary FLemminc. No; what they would have to do is to provide 
a policy that would take care of major medical expense. 

They would not have to come up with a policy that would provide 
for all of these benefits that I have outlined in this plan. These are 
benefits that would be provided under the Federal-State plan, that 
is the benefits listed on page 13. An insurance company won’t have 
to come up with all of those but they would have to come up with a 
policy that would take care of major medical expense. The State 
would have to approve it as such a policy 

Senator Hartke. When they approve it 

Secretary FLemminc. And they would have to offer the policy to 
anyone, let’s assume it is a policy that carries a premium of $120. 
Anybody could go in and purchase that policy by paying a premium 
of $120. In the case of the aged who are eligible for this plan, they 
would be paying $60 instead of $120. 
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Senator Harrxe. All right, now to another matter, have you drop 
the reinsurance proposal of 1954 as being unworkable and unsuitable} 

Secretary FLemmine. Yes. 

Senator Harrse. In your opinion this is equally unsatisfactory ag 
far as the administration is concerned,— 

Secretary Ftemmine. What do you mean equally unsatisfactory! 

co HarrKe. Equally unsatisfactory as the social security ap- 

roach, 
Secretary Ftemmrne. I wouldn’t say that. I just think we have got 
a much better approach here. 

Senator Harrke. All right, but you have dropped for all intents 
and purposes—— 

Secretary Fremmine. If we had not dropped it I would have it up 
here because there is what I am recommending and backing. 

Senator Hartke. You are very strongly in favor of the deductible 
provision, isn’t that right? 

Secretary Fiemmine. That is right. 

Senator Harrxe. And you recognize, of course, I hope, that under 
your proposal, that there is no incentive for diagnostic medical care— 
there is no incentive under the deductible provision for diagnostic 
examinations. 

Secretary FLemmine. Well, in our package of benefits we have got 
physicians’ services unlimited. 

Senator Hartke. But after they pay the deductible 

Secretary Fiemmine. Let’s keep this in mind, the fact that that 
$250 applies to any of the services that are listed in the package, in 
their dental bills, all of the bills that they may incur in connection 
with any of the services in this benefit package would apply to the 
$250. 

After that the plan picks up. 

Senator Harrxe. Let’s come back to this, aren’t you willing to agree 
at least there is a deterrent to seeking preventive diagnostic treat- 
ment? Maybe not a complete bar, but certainly a deterrent by having 
the deductible feature ? 

Secretary Ftemmine. I don’t know that I will concede that, no. 

I mean because I think there are other incentives at work that would 
lead to a person moving in that direction. 

Senator Harrke. Well, the most important one is though enough 
money to pay the bill, isn’t it ? 

Secretary FLemminc. There is not any question about that. 

Senator Harrxe. Sure, Doctor John Porterfield—the roe Sur- 
geon General—testified that this, is in his opinion, one of the real 
needs and I think you are acquainted with him, are you not? 

Secretary Fitemminc. Yes, sir. 

Senator Harrxe. The real need is for preventive medical care for 
these people. You agree with that. Let me assume then that this 
is a deterrent to preventive medical treatment. 

Now, about the statement this morning concerning the overtaxing 
of hospital affairs. You are acquainted with the McNamara pro 
posal which permits a direct care in the home and also that he does 
not have to go to the hospital before he goes to a nursing home as 
was required in which you objected to in the Forand bill did you not? 

Secretary Fiemmine. I testified this morning that I felt that the 
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McNamara bill on that particular point, assuming without regard to 
the basic approach, was an improvement over the Forand bill. 

Senator Javits testified the same way just a few minutes ago. 

Senator Harrxe. All right, fine. Now then, in regard to physicians 

ou feel that one of the basic deficiencies in the McNamara and Forand 
fills and the others is the absence of physicians’ fees? 

Secretary Ftemmrnc. Let me put it this way: My conviction is that 
the real need here is to provide protection agaisnt the costs of long term 
illnesses. If we are going to provide protection against the costs 
of long term illnesses, I think it is necessary to include physicians’ 
services as well as all of the other services that we have identified. 

Senator Harrxe. I won’t find myself very far from you on that 

int. 

Then in regard to that, however, you must realize that if you are 
going to provide physicians’ services it must increase the overall costs; 
we can agree on that. 

I am not talking about how much and where, but if you are just 
going to add physicians’ fees. 

Secretary FLemmine. Sure. 

Senator Harrxe. It is going to increase the overall costs. And 
also by the testimony given here, the McNamara proposal and your 
aes are estimated to run about the same $1.2 billion and $1.3 

illion, isn’t that right ? 

Secretary Ftemmine. I think that is the estimate of the McNamara 
proposal—about $1.3 billion. 

Senator Harrxe. Therefore, it is reasonable to assume that the dif- 
ference in picking up this additional cost for physicians’ fees has to 
be covered in the amount which is taken in the deductible feature be- 
cause this being the major difference 

Secretary Ftemminc. Well, I would want to analyze the two sets 
of benefits pretty carefully before I agreed with that generalization, 
you are certainly correct that one of the factors that leads to the ad- 
ditional cost which is reflected in the deductible is the physicians’ 
services but I am not at all sure that there may not be some other things 
in our package which also add to the costs in terms of taking care 
of the lie term illness, in other words, I would like to have some- 
body check both sets of benefits carefully. 

Senator Harrxe. I am not going to hold you to it but as to that, 
that is a fair assumption at least for the moment subject to it being 
checked by your staff, is that right, and if it is incorrect, I am sure 
your staff could supply that information for the record to correct it 
at this point. 

Secretary Ftemmrna. I am certainly willing to agree that this is 
one of the factors that leads to the additional costs, the additions of 
physicians’ services; there may be some other factors in there. 

Senator Harrke. So we must agree then that the McNamara propo- 
sal is less expensive as far as overall costs in regard to the fact that it 
eliminates physicians’ fees ? 

Secretary Fiemme. No; the McNamara bill basically is less ex- 
pensive because of the fact that it does not do as good a job of taking 
care of the costs of long-term illnesses as does the proposal that we 
have submitted to the committee. 
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Senator Harrxe. You mean as far as any other type of thing except 
physicians’ services. 

Secretary FLemmine. Well, we are right back where we were. I am 
sorry I just can’t react off the cuff on that. I would like to have the 
opportunity of analyzing it a little more carefully. 

enator Hartke. Let me state then that it is my opinion that this jg 
the primary difference in services. 

Will you accept my statement, how is that ? 

I don’t want to put words in your mouth, you see. 

Secretary Fremmina. I indicated in the testimony that I gave this 
morning by taking a specific example which did not include a large 
amount in terms of doctors’ services, that our package of benefits would 
be much more helpful in dealing with long-term medical expense than 
the McNamara bill. 

Let me just give you that figure again. You will recall I was talking 
about a woman in her 70’s who had had a stroke, was in the hospital 
30 days, skilled nursing home, 22 months, private duty nurse for 5 
days, medical services in the hospital $125, medical services in the 
nursing home every other week, $22, drugs $100, and I said that under 
the McNamara plan that she would receive $3,350 of assistance, and 
would be called upon to pay $3,575. Under our plan she would receive 
$5,140 of assistance and would be called upon to pay $1,833. There is 
much more in that than just the additional physicians’ costs or fees. 
This is geared to a long-term illness and does a much better job for the 
individual in also giving assistance to a long-term illness than does the 
McNamara plan and of course is way ahead of the Forand plan. 

We have, the other factors that we have, just quickly, we have longer 
durations as far as nursing home and hospital care is concerned, we 
also have surgeons’ fees, and we have dental services and drugs, and as 
I recall it, the McNamara plan makes no provision for drugs. 

(Note.—The McNamara bill provides for inclusion of the costs of 
“very expensive drugs” on or after July 1, 1962. ) 

Senator Harrse. I didn’t plan to get into that example just for the 
sake of the record to clarify, I just would like to give you an example 
of a 68-year-old man, cardiac failure, hospital 30 days, home treat- 
ment 120 days, medicines, drugs, and so forth, under your proposal 
portion would be $766 and under the McNamara proposal the cost to 
the individual would be $56. 

For a widow with carcinoma of the breast, surgery, home visits, 
nursing home for terminal care under the McNamara proposal would 
cost her $350 and under your proposal would cost $594. 

Single man—bronchial pneumonia treated at home under the Me- 
Namara plan would cost him nothing, under your plan would cost him 
$200. 

Married person, fractured hip, hospital surgery, nursing home and 
home care under McNamara proposal $345, and under your plan would 
be $583, and I would imagine if both of us dug up cases we would 
probably stay here all afternoon coming up with various proposals 
showing which plan was doing the best job and costing the least 
amount of money. 

Secretary Fiewminc. Senator Hartke, the difference is a clearly 
reconcilable difference. The proposal that we have placed before the 
Congress is designed to deal with heavy cost of long-term illnesses. 
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The other proposals which are before the Congress place their em- 
phasis on first-dollar costs. The Forand bill would be a first-dollar 
cost of a fairly short-term illness. The McNamara bill moves in our 
direction, but that is the reason for the difference. 

I have got illustrations just like yours here, and it depends on the 
duration of the illness. 

We feel that the most serious issue confronting the country at the 

resent time are these long-term illnesses that elderly people become 
involved in. 

Senator Hartke. Well, I would hope that you are right but ac- 
cording to your statement on page 8, you point out the fact, which 
I commented upon very carefully, that the problem here involves 
about 12 million people who do not pay income tax and 24%» million 
who are the recipients of public assistance. I am not going to argue 
that with you but I feel if you read your own figures you will find 
out this does not deal necessarily just with long-term illness but with 
people who have a present need for medical attention and who are 
not getting it. 

That is the problem. 

Secretary FLemmine. But how are you going to take care of this 

rson with a long-term illness using the illustration that I used? 
Fou are asking that person to find $3,500 some place under the Mc- 
Namara bill in order to take care of the expense incurred. 

Senator Harrxe. Well, the man who has an income of less than 
a thousand dollars, is not going to come up and pay a $3,500 doctor 
bill. 

Secretary FLemminc. What are you going to do for that person, 
that is my problem? 

Senator Harrke. I would imagine—— 

Secretary Fiemminc. That is our problem, it seems to me. 

Senator Hartke. Well, you and I probably are going to disagree 
there on what part of the problem is and that is that. 

Secretary Fiemminea. I think the person is better off if the plan 
pays $5,100 and the individual has oan got to get the $1,800. 

I think that is better than forcing the individual to find $3,500. 

Senator Harrke. Well, the average for this group shows that their 
health and medical expenses according to the Secretary of Health, 
Education, and Welfare is $177. 

Secretary FLemminea. That is an average. 

I also pointed out if you read a little further on, that 15 percent 
or 214 million aged have total expenditures on the average of $700 
per year. 

Senator Harrke. What percentage of this group upon which you 
feel there is such a present human need, what percentage of that 
group are in the so-called $6,000 class ? 

Secretary FLemminc. What I have said is that 15 percent of the 
persons 65 or over, or 214 million have some total medical expendi- 
tures on the average of $700 per year, and I then went on to point 
out that the only reason or the reason you have that high average is 
that you have these people who become involved in illnesses that 
spread out over a year or 2 years. 

Senator Harrxe. In other words, we can assume even from your 
own statements that certainly 85 percent of these people have expenses 
of less than $700 per year. 
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Secretary Ftemmine. That is what I have said here, yes. 

Senator Hartke. So we are certainly dealing with far less than 
15 percent, we are dealing with $6,000 a year. 

Secretary FLemMING. Senator my point is this: We have not made 
any start in dealing with this problem. Let’s get started by identify- 
ing the most serious problem that we have got namely the people who 
are up against these heavy expenses for long-term illness. 

Senator Harrxe. All right, let me ask you in regard to your pro- 
vision regarding physicians, payment of physicians’ fees and settin 
up physicians’ schedules which are required, does it not call for the 
schedule of fees being approved ? 

Secretary Fiemmine. Well, any State that entered into this plan 
would certainly, just as it does under public assistance, have to set 
up a fee sandals of some kind. 

Senator Harrxe. All I want to know is do you think this in any 
way interferes with the physician-patient relationship ? 

Secretary Freaine. I do not. 

Senator Hartke. Do you think your proposal would not? 

Secretary Furmmina. I certainly don't. 

Senator Harrxe. If we established a separate fund for medical 
benefits on a payroll deduction method, how could that possibly affect 
the “orderly development of the retirement survivor disability features 
of the social security system” as indicated in your statement? 

Secretary Fiemmine. Simply because of the fact you are putting an 
additional load on that particular form of taxation and I don’t care 
whether the fund is separate or not, it becomes perfectly clear to the 
yerson who is paying the payroll tax instead of paying 9 percent he 
is paying 10 or 11 or 12 or whatever the case may be. 

Senator Hartke. He is paying his withholding tax whenever you 
increase his taxes on withholding. 

Secretary Fremmine. Sure, but whenever anybody comes before 
this committee in the future, and asks for an improvement in the re- 
tirement or survivorship or disability features of the bill, and says 
“This is going to take another 1 percent as far as the payroll tax is 
concerned” people are going to say “Well, we have got to look at that 
in relation to the amount of payroll tax that is required for health 
insurance,” and inevitably they will be in competition with one 
another. Either you will go the whole distance and take care of all 
of them and build your payroll tax up to a very high figure or you 
will decide that you are going to take one and not the other, and human 
beings may suffer as a result. 

Senator Harrkxe. Let me ask you a question and I think you can 
answer this and I think I know what you will answer, do you con- 
sider your proposal fiscally responsible? 

Secretary Fiemminc. Well, didn’t I already answer that? I 
thought I spoke on that for 3 or 4 minutes in response to Governor 
Rockefeller’s statement. 

Senator Harrxe. I am not asking for 3 or 4 minutes but just yes 
or no. 

Secretary FLemmine. Didn’t I answer that a little while ago? 

Senator Harrkxe. I just kind of like to know is it all right—— 

Secretary Fiemmtne. I mean in response to your question, didn’t I 
answer it a little while ago? Of course I consider it fiscally respon- 
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Senator Harrxe. That is all I want to know. If you would say 
“Yes” in the first place we would all save time. 

Secretary FLemmrnea. I know but I said it three times. 

Senator Harrke. Would you be in favor of reducing any specific 
program in the Federal budget today in favor of the proposal of 
yours for the care of the aged ¢ 
” Secretary FLemminea. I don’t know that I can look at the total 
Federal budget and make decisions of that kind. My only point is 
that for a program that is as needed as this program is it 1s possible 
to work it in in an $80 billion budget. I would not want to be specific 
because I am not in position to be a competent witness. 

Senator Harrxe. Would you care to compare it with the mutual 
security program ¢ 

Secretary FLemmina. I am not going to compare it with anything. 
If you are building an $80 billion budget it should be possible to de- 
velop a balanced budget and work something like this into this bal- 
anced budget. 

Senator Harrxe. I don’t want to go into a long discussion on this 
if you don’t care, Mr. Secretary, but I just wanted to know whether 
you believe the $1,200 limitation which is placed on the present in- 
come of social security beneficiaries should be raised or removed ? 

First, should it be raised ? 

Secretary FLemminc. We submitted a report, a rather detailed re- 
port to the Ways and Means Committee dealing with that problem 
and I would want the opportunity of refreshing my memory on that 
report before commenting on it. I didn’t know anybody wanted to 
discuss that today or I would have done it last night, if you want 
me to come back at another time and discuss that I will be happy to 
do it. 

Senator Harrke. I am just reading from a Life editorial in Life 
magazine concerning the age, health, and politics in which they stated 
that moreover many oldsters able and eager to work to better provide 
for their own security if the $1,200 limitation were raised on income 
they earned without forfeiting social security pensions. The only 
thing I asked you whether or not you would agree whether this would 
help. 

Secretary FLemminea. I just say this, Senator, in my judgment we 
have not solved that problem in a satisfactory manner as yet and I 
don’t believe we should feel that the way the law stands at the present 
time should be the last word by any means. 

I am not satisfied with the way it stands at the present time but I 
am not prepared to discuss proposals, specifically, for improving it at 
this point. 

Senator Hartke. Would you be willing to state whether or not you 
feel that this statement in the Life editorial was in fact desirable 
or undesirable ? 

Secretary Fiemmina. I will rest with the statement that I have 
made. I don’t think that the law as it stands at the present time repre- 
sents a satisfactory solution to that problem and I will be glad to come 
back some other time and discuss possible solutions. 

Senator Harrxr. Do you think that this is proper public business, 
this question of medical aid to the aged ? 


Secretary Fireman. That is the tenor of my testimony. It cer- 
tainly is. 
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Senator Harrxe. I am asking a question. 

Secretary Fiemmine. If I made anything clear, I hope I made that 
clear. The answer is “Yes.” 

Senator Harrxe. All right. And you think it should be decided 

according to the Nation’s sense of justice, urgency, and choice of 
priorities in the use of scarce resources ¢ 

Secretary FLemmine. OK, I will go along with that. 

Senator Harrxke. Since you state the need i is so great and that Fed- 
eral action is necessary, if the Congress should accept the benefits 
which you propose, and if we accepted the deductible provisions 
which you have proposed and if we extended the coverage to help 
those who are not covered under the social sec urity program, but 
either in one of two fashions put on an attachment that the payment 
be by social security or by payroll tax, would your oversensitivity to 
this particular approach be such that you would still oppose this 
legislation ? 

‘Secretary Fiemmrine. I so indicated to Senator Douglas and I will 
indicate again. 

Senator Harrke. And in your opinion, Would you recommend to 
the President that if all of these conditions were accepted, would you 
recommend to the President that he veto such a bill ? 

Secretary FtemmiNne. I normally don’t discuss communications 
that I either send or might think in terms of sending to the President 
on a matter that is properly before the P resident. The President 
has stated time and again that he will not indicate what he will do 
with a piece of legislation until it is on his desk. Certainly it would 
be inappropriate for me as a member of his administration to com- 
ment on a hypothetcal situation as to whether or not I would recom- 
mend or not recommend. 

Senator Harrke. Let me change it then: Would you be very 
strongly opposed to it to such an extent that you would feel it would 
be unacceptable legislation from the viewpoint of the Secretary of 
Health, Education, and Welfare? 

Secretary Fremmine. I stated to Senator Douglas and I have 
stated to you that I would be opposed to the legislation. I stand 
on that. 

Senator Harrxe. Even if we accepted all of these other principles! 

Secretary Fiemmina. I stand on that. 

Senator Harrxke. In your opinion, would the President veto such 
a bill? 

Secretary Fremmine. I am not going to speculate as to what the 
President would or would not do, but the President has made it very 
clear to the Nation through his press conferences and otherwise that 
he is completely opposed to the use of the social security mechanism 
for dealing with this problem. 

Senator Harrxe. . other words, you would disagree with the con- 
clusion of the Life editorial of — 25, 1960. 

Secretary Fremmine. I would. I read it. 

Senator Harrxe. In which they say, in principle such a principle 
is proper public business. The issue, therefore, is inevitably a po- 
litical one. It should be decided according to the Nation’s sense of 
urgency, justice, and choice of priorities ‘and in use of scarce re 
sources as determined by the Nation’s elected Representatives in 
Congress. 
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Secretary Fremminc. In my judgment if the plan we have pre- 
sented to the Congress were accepted it would fit all of those qualifi- 
cations very nicely. 

Senator Harrxe. Except for the fact that you are in effect saying 
that you would deny to the Congress the right to make its own de- 
termination of how it is going to provide. 

Secretary Fremmine. When did I say that? This is the kind of 
thing that I object to. I méan the Congress has got a perfect right to 
do anything in matters of this kind. The President of the United 
States is a part of the legislative process, and he has got, too, the right 
to make up his mind as to what he would do. I haven’t said anything 
about what the Congress should or should not do. I have got a point 
of view which I have been here presenting, and trying to justify. Of 
course, it is up to the Congress to determine what it would do. I 
haven't said anything about denying the Congress the right of doing 
anything. 

Senator Harrxe. All right, then you haven’t denied Congress the 
right to do anything and | want to thank you for the time you have 
given me. ' 

Secretary FLemminc. Thank you, sir. 

Senator Gore. Mr. Secretary, I have not yet had an opportunity to 
review a copy of your bill. If you have a copy, I will be glad to see 
that it is introduced unless you have some other person whom you 
would prefer as an author of the bill. 

Secretary FLemmine. It is my understanding that it will be intro- 
duced and as you know I did make available a copy of the draft bill. 

Senator Gore. I understand you made a copy available to the com- 
mittee but I have not been able to see it. 

Secretary FLemmine. That’s right. 

Senator Gore. But I am glad it is going to be introduced. As you 
know it is customary for legislation of, shall we say, uncertain sup- 
port to be introduced by Members by request. 

Secretary Ftemmine. That’s right. 

Senator Gore. And I can understand why, if you have already con- 
tacted someone you would prefer that they introduce it, and I think it 
deserves to be introduced. 

Secretary FLemmine. I appreciate that. 

Senator Gore. It is a serious proposal to deal with a very serious 
problem, and I wish to congratulate you upon the amount of study 
which you have given the problem, and upon your ability to bring 
the administration into agreement upon a proposal in this vexatious 
field. 

Several proposals, of which you have indicated your awareness, are 
before the committee. There is one by Senator Humphrey, one by 
Senator Kennedy, and I think Senator Anderson is preparing one for 
introduction perhaps today or tomorrow. I will be unable to interro- 
gate you in any detail on your proposal, not having had an opportunity 
to study it but I followed your statement and your description of it 
with care, and from that would like to submit a very few questions. 

For what period of time would the initiation fee, you described it 
by another term, what did you call it? 

Secretary FLemmine. Enrollment fee. 


aed Gore. Enrollment fee, maybe one name is as good as an- 
other, 
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For how many years would it be necessary that this enrollment fee 
be paid before a person would be entitled to benefits which you recom. 
mend ? 

Secretary Firemmrna. In our proposal there isn’t any limit. It 
would be paid each year. 

Senator Gore. You mean he could pay for 1 year and then be 
entitled to benefits ? 

Secretary Fremminea. Well, he would be entitled to the benefits 
during that benefit year, but then the next year he would have to pay 
another fee of $24. And soon. It is an annual enrollment fee, 

Senator Gore. I believe there are some more questions and I am sure 
after your bill is introduced and we all have had a chance to study it 
that. you will have an opportunity to return because this is a question 
that can’t be solved in 2 days, or should not be, in my opinion. 

Suppose a person who has not been enrolled is advised by his private 
physician that he may need surgery ¢ 

Would there be any estoppel in your program so that he could not 
pay the enrollment fee and then be immediately eligible for the pay- 
ment of his hospital bill ? 

Secretary Ftemminc. He could enroll at that point. 

Senator Gore. In other words, if he knew that he was going to have 
to go to a hospital for an operation, he could then pay $24 and be 
eligible to have you pay or have the Government pay a hospital bill 
of $5,000? 

Secretary Fiemmina. As we visualize it, something like the way 
your Blue Cross and Blue Shield operate at the present time, there 
would be an enrollment period during which persons would have the 
opportunity of enrolling. 

Senator Gore. That is the first question I asked you. 

Secretary Fremmrine. That is right. 

Senator Gore. I thought of necessity there would be an enrollment 
period. 

Secretary Fiemmine. That is right and given a situation such as 
you describe, he would not come under the plan that we have pro 
posed. He would in all probability then come under the old-age 
assistance benefit schedule. As you will recall, we are recommending 
that the same schedule of benefits be set up for the old-age assistance 
people that are set up for people who would come under this plan, so 
that if he did not have resources to deal with that situation, he would 
come under the old-age assistance and be given all of the assistance 
provided for in our plan. 

Senator Gore. What is the enrollment period ? 

Secretary Firemmrne. Our thought there was the State would make 
the determination, or at least include in the plan that it submitted to 
the Federal Government for approval provision for an enrollment 
period, and if the provision that they put in appeared to be reason- 
able to the Federal Government, it would then be approved as a part 
of their State program. 

We did not have in mind writing into either Federal law or regula- 
tion any uniform provision on that for all 50 States although that 
could be done. 

Senator Gore. You say you did not have that in mind. 

Secretary Fremmina. We felt that, just thinking out loud, it would 
be better to let the State make proposals to us and the proposals were 
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reasonable, if they were, approve them, rather than having any uni- 
form provision for the entire country. But certainly you could think 
in terms of a uniform provision. 

Senator Gore. Your answer is thus far 

Secretary FLtemminca. When you get into something of that kind 
following this a little further, if you had a fixed enrollment period, 
then you have got to make provision for the people who reach age 65 
between enrollment periods and that certainly could and should be 
done. 

Senator Gore. Well, your answers thus far lead me to the conclu- 
sion that perhaps the 8 rene could give some further study to 
this problem with profit during the proposed recess of the Congress. 

I think of necessity you would have a qualifying period, or else 
you would certainly have a rash of enrollment fees after visits to the 
doctor’s office. ; 

I agree with your point of view that it’s more equitable to derive 
revenue from a progressive income tax than from a payroll tax or 
sales tax or manufacturing excise tax, and I congratulate you upon 

resenting that point of view. It has been a little cold around here 
lately, but I think you are sound in that point of view. 

However, when applied to this particular situation, I am constrained 
to the view that it is only through a program sufficiently widely based 
that we will havea truly national program. 

If you proceed upon the enrollment fee of $24 per year that is equal 
to 1 percent of a $2,400 salary, which is more than would be deducted 
from an income, from wages, by either of the Pap pending be- 
fore the committee with the social security approach. 

For instance, a person with a $3,000 per annum wage would pay 
$15—let’s take the example of a person with a $4,000 annual wage. 

Under the bill I have introduced he would pay $10 per year, and the 
employer would pay $10 a year. Now under your plan before he 
would be eligible he would have to pay, the person himself would 
have to pay, $24 a year for a period of years on which we are now 
uncertain. 

Secretary Fiemmina. Senator, just to back up a minute, does your 
bill provide for a one-half percent increase in payroll tax ? 

Senator Gore. Yes; one-quarter by each, employer and employee. 

Secretary Ftemmrne. I might say we have not had the opportunity 
of studying your bill in detail, but taking the McNamara bill as an 
illustration, if I understand, if yours is fairly close to that although 
possibly a little more liberal in terms of some of the benefits. 

Senator Gore. More liberal in some and less liberal, I think, in 
others. 

Secretary FLemmina. Yes. 

Senator Gore. Pardon me just a moment. 

Secretary FLemminc. The McNamara bill, Senator Gore, would re- 
quire in our judgment, from an actuarial point of view a 1-percent in- 
crease in payroll tax. 

Senator Gore. Eventually. 

Secretary FLemmine. Well, when it is adopted, by the Congress 
our recommendation—if it is adopted by the Congress, our recom- 
mendation from the actuarial point of view would be that it includes a 
1-percent tax. That is if we made the same kind of a recommenda- 
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tion that we do in connection with all of the other matters involvyij 
OASDI, we would recommend to you that you impose a 1-percent pay. 
roll tax. 

So that that would be a half percent on the employer and a half on 
the employee. 

Senator Gore. Well, in either event—— 

Secretary FLemmine, But you see, I mean, I get your point, and, 
of course, I think in weighing the two, you do have to take into con- 
sideration not only when you weigh that $24 but when you weigh 
the $250 deductible and the 20-percent cost-sharing provision, all three 
of those put together, what it can mean to the individual in terms of 
being helped on long-term illness. I appreciate that you or the others 
might take issue with me on feeling that that is the No. 1 problem, 
that is the problem we should concentrate on. 

But in evaluating our plan, I think that you do have to keep in 
mind the fact that that is what we did concentrate on, namely, develop- 
ing the very best practical benefits that we could in order to deal with 
the long-term illness. 

Senator Gore. But even though I acknowledge with appreciation 
your concern for the catastrophic illness, your plan lays itself wide 
open for people who may have been advised of an impending physical 
catastrophe to take advantage of it. 

Secretary Ftemminea. Well, I mean, I get your point there, but after 
all is there anything wrong with it? If they have been advised of it 
and in all probability it is going to take place, they are going to be up 
against this heavy expense and of course this is one of the reasons 
why we build in the deductible and the cost-sharing feature so that 
there is some check on the use of the services and on the expenses that 
might be incurred. Let’s assume that our enrollment period was the 
month of January, just to take an illustration, in a given State, and 
let’s assume that in the month of December a person who is 70 or 71, 
who had not yet ever come into the program, is advised of the neces- 
sity for a major operation, advised that it might lead to other com- 
plications, and so that person said “Well, in January, I will; when 
the enrollment period comes around I will enroll in order that I can 
take advantage of the program.” 

I appreciate that is what insurance people would call adverse selec- 
tion, and yet considering the nature of the problem, and considering 
the income that this person has and so on, I don’t think the Govern- 
ment should object to that kind of an adverse selection. 

Senator Gore. Well, I would like to examine that a moment with 
you. I realize you have had a long and a hard day. I noted with in- 
terest that you would not apply the property test but rather an In 
come test. 

Secretary Ftemmine. That is right. 

Senator Gorg. So let us imagine a couple with an income of $3,000 
per year. I believe your limit would be $3,800 per year; would it not, 
sir? 

Secretary Fremminc. For acouple; yes. 

Senator Gore. For a couple. 

Secretary Ftemmine. Yes. 

Senator Gore. Let us assume that this couple is retired, that they 
have a comfortable home, without encumbrances, of some reasonable 
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value, say $25,000, and that they own a farm. It is very possible to 
own a farm of a thousand acres and have no income at all. 

But this farm is perhaps worth $100,000, and let us assume that the 
same couple has $100,000 invested in Government victory bonds on 
which they receive 214 percent interest, $2,500, and a few other odds 
and ends that would make their total net worth a quarter of a million 
dollars. ;' 

Yet under your plan by paying $24 they could receive Government 
payment of a hospital bill, I believe you said, up to— 

Secretary FtemMine. ‘There isn’t any limit. 

Senator Gore. No limit? 

Secretary FLEMMING. Let’s say, a bill of $6,000, 

I recognize that that type of thing could happen, but let’s start over 
here. Under the social security approach, there isn’t any considera- 
tion of need at all, of course. 

And people such as the ones here you have described, plus people 
who are drawing salaries of $25,000, $50,000 a rt and so on, could, 
I mean would be, not could, but would be under the plan. 

I recognize that under the kind of a plan that we have proposed 
there would be some people who would or could qualify for it, and you 
and I would agree they did not need this kind of help and assistance in 
dealing with a major medical illness. 

But certainly a much smaller percentage than in the case of social 
security would be willing to take that kind of a calculated risk, in 
other words, that some such as you have described would slip in, in 
order to be able to avoid all of the administrative complications and 
all of the personal negative reactions that are involved in the applica- 
tion of a means test. In other words, I am not very enthusiastic about 
a means test, and I know the problems that it involves. 

I mean that are avalved in it when you get over into it in the 
welfare field. 

So in order to avoid that, I am willing to take a calculated risk 
on having some people come under this plan who don’t need this help, 
but again my point is that under this plan you would have a much 
smaller percentage of persons under the plan who do not need help 
than would be the case under social security. 

So that I think this is better from that viewpoint—if you judge 
it against the test of are we helping only the people who need it, I 
would say we are coming closer to helping only the people who need 
it under our plan than you can under a social security approach. 
Senator Gore. Well, one fault of your plan is that it permits a 
citizen who has been advised of arson to take out insurance on his 
house, It seems to me that we must. choose here between a health, 
hospitalization, medical care program, that is truly national in char- 
acter, or to take a far more restrictive one, such as you have sug- 
gested, which will not. cost as much, but which can be greatly abused. 
In making that choice, it seems to me that where you have given great 
emphasis, and I applaud you for giving emphasis, to the catastrophic 
illness, the lifetime illness, the invalid, but the thing that you lave 
overlooked, it seems to me, and you understand, I have not given 
this the study to which you have given it, is the value of preventive 
medicine, a stitch in time, visits to the doctor ’s office or to the nursing 

58387—60-——13 











184 SOCIAL SECURITY AMENDMENTS OF 1960 


home, if an old person whose means are very limited must bear 
the first $250 cost of hospitalization. 

Secretary Fiemmine. Not of hospitalization, I mean of all cop. 
ceivable types of expense that could be incurred in this area, but go 
ahead, yes. a. 

Senator Gore. The reluctance depends heavily on his limited means 
which might discourage and forbid the possibility of corrective atten- 
tion which might come much cheaper than the cataclysmic, cata- 
strophic illness that might occur otherwise. 

Secretary FLtemmine. Senator, I certainly San the point of 
view that you have expressed there, and I think it is one that should 
be given consideration. I would be the last to deny the desirability 
of our doing everything we can to encourage people to prevent, I mean 
to take steps that will prevent major illnesses. I certainly think that 
both Federal and State Governments and private groups and so on 
should do everything they can along that line. 

I appreciate the fact that a good case can be made for putting the 
emphasis on first dollar costs as over against putting the emphasis 
on the long-term illness. 

And I appreciate the fact that you don’t necessarily have to choose 
between the two. You could say it is both—and, it is not either—or, 
but I think both of us would probably agree if we tried to make it 
both—and, the initial expenditure would get up to a figure where it 
would probably be very difficult for us to get any program started; 1 
mean there would be a resistance to the program because of the expense 
involved. 





So, faced with that kind of a situation, our feeling was that it was | 
better, in order to get the Government’s participation in this area | 


off dead center, to concentrate on the long-term illness, and to come 
up with a plan which would really take care of that in an adequate 
manner, recognizing that there are other programs and so on that 
can help out on the first dollar costs. 

I know reasonable people can differ on that. I mean, as to ou 
choice, but as we went into the problem, the thing that impressed us 
more than anything else was this terrific burden that the long-term 
illness puts, not only on the older generation, but on the next generm- 
tion also, because, as you and I know, the older generation use up 
their life savings in order to take care of it, and then the next genera- 
tion comes along, and they use up their savings, and this gets to be 
kind of a vicious circle, because their savings are savings that other- 
wise would be used to educate their children, who are coming along 
and they can’t use it for that purpose. 

In other words, we feel that the situation that presents a terrific 
— for the older generation and for the next generation is this 
ong-term illness, and we felt that it was better to concentrate on 
that and come up with a plan that would really take care of that sitt- 
ation. I think you can see that if a State came in under our plan 4s 
we have outlined it here that it really would do a good job of taking 
care of the long-term illness. 

Now, the Forand approach didn’t really take care adequately of 
the point on which you have put your finger either, because it just 
provides hospital and nursing home benefits for a comparatively 
er period of time, so there isn’t really any of the preventive aspect 
there. 
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I appreciate that Senator McNamara’s bill, the bill that you have 
introduced, moves in the direction that you have talked about, and your 
bill also, moves in the direction of doing a better job on the long-term 
illness than the Forand bill would do. It doesn’t do as good a job as 
our package would on the long-term illness but it certainly moves in 
that direction. This is, I appreciate, a matter of judgment, but we 
just. felt that that situation is so serious that this is what we ought to 
concentrate on and what we ought to try to get the Government to do 
something about. 

Senator Gore. Well, as I have said to you, I appreciate your efforts, 
and I am not going to oe you longer. 

Secretary Ftemmrne. Might I say this, Senator Gore. I want to be 
fair to the staff who have worked on this. When you first asked me 
about that enrollment figure my memory just slipped for a moment, 
we had a rather long discussion on that, I recall that very distinctly, 
because again we are focusing the attention on the long-term illness. 
I started out by hoping that we could avoid an enrollment period, but 
I was persuaded by the staff that we couldn’t, just as you recognized 
we couldn’t, and in our draft bill there is definite provision for that. 
I just wanted to make that clear. My memory duet on it for a 
moment. 

Senator Gore. I concluded that either your memory or your staff 
work had slipped, and I am glad that you were generous enough to 
say it was your memory. 

Secretary Fiemmine. It certainly was, no doubt about it. 

Senator Gore. Well, our brief discussion here illustrates that nei- 
ther can claim to have either a perfect or final answer to this prob- 
lem, and if the lightning shouldn't strike you out in Chicago and I 
survive Los Angeles |laughter|, we will have an opportunity to dis- 
cuss this further. 

I do want to join you in your feeling that the House bill in and of 
itself is inadequate. I can’t go along with your approach. I feel it 
is necessary to have a truly broad based program, and that your elo- 
quent presentation argued for a broadening of the program. 

As I have looked over the report on the House bill, it appears to 
me that 4 States out of the 50 would receive, according to the esti- 
mates, 60 percent of the benefits from the program. Would you agree 
with that 

Secretary FLemminG. You mean that is under title 6 ¢ 

Senator Gore. Under title 6, yes. 

Secretary Fremmine. That is right. 1 mean—of course you under- 
stand, Senator Gore, on that I want to be perfectly fair to the House 
bill and title 6, these estimates are estimates that you have to build up 
by using an awful lot of subjective judgment because there are not 
any floors or ceilings really written into title 6. I mean a State can 
set any kind of a needs test that it wants to set. It could provide 
a cutoff point at $2,000, $3,000, $4,000, $5,000, so that those who have 
to work on the development of cost estimates are somewhat handi- 
capped because they have to kind of speculate as to what the State, 
what certain States might do and what certain other States might do. 

Senator Gore. Well, I agree with that, and I acknowledge that. 
But, even so, for the sake of discussion, the best indexes we have are 
the estimates we have been supplied. 

Secretary FLemmine. That is right. 
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Senator Gore. And according to those estimates 4 States would re. 
ceive 60 percent of the benefits, and the benefits estimated for 44 States 
would approximately equal that estimated for 1 State. 

Secretary Fremmine. I am sure you have stated that correctly, | 
will ask Mr. Myers—is that correct 

Senator Gore. Is that correct ¢ 

Mr. Myers. It is correct that 60 percent will go to the four highest 
States, and the remainder of the States would get just a little mor 
than the 1 largest State, was that what you were saying, Senator 
Gore? 

Senator Gore. I was saying that 44 of the 50 would receive approxi. 
mately the same amount, according to these estimates as 1, and that is 
out of all proportion to the number of old people or to the needs in. 
volved, and, as I understand these tables they are based upon, the 

resent legal qualifications for old-age assistance in the respective 
States. Is that generally correct? 

Mr. Myers. Yes, Senator. As we try to point out in connection with 
these estimates, it is very difficult to make them, particularly ona 
State by State basis, since it is difficult to know just which States ar 
going to act and to what extent. 

Secretary Fiemmine. Of course I might say this, Senator Gore, I 
think you could take any of one of the proposals pending before the 
committee and telescope it with title 6, and that is why I have no hesi- 

tancy in saying we recommend approval of title 6, because it can do 
some good and then I went on, of course, to indicate that I feel that 
nevertheless the plan that we have recommended should be adopted. 
Now, I got into a little difficulty this morning on the cost of the two 
plans. There would be some overlapping because some people ob- 
viously would be eligible for the plan that we have proposed and con- 
sequently wouldn’t come under this plan on title 6, but I think if you 
look at title 6 carefully, I think we could probably all agree on the facet 
that it is not in conflict with any of the proposals that are here. Ih 
other words, it could supplement any of the proposals. 

Senator Gore. Well, as you know, the leadership of the two parties 


in Congress have agreed that Congress will recess this weekend and | 


return early in August, I believe it 1s, and, therefore, this will give you 


an opportunity and me an opportunity and other members of the , 


committee an opportunity to study this problem with greater care, 
so it is entirely possible that the committee will wish to extend to you 
an invitation to return. 

Secretary Fremmine. I would be very happy to at any time. 

Senator Gore. And I will have some witnesses to suggest when we 
return. I am going to suggest to the committee that it invite Gov 
ernor Rockefeller to testify, he having presented a challenging pre 
gram today. 

Senator Frear. In other words, you want all the presidential can- 
didates to testify? [Laughter.| 

Senator Gorr. Well, by then, there will only be two. [Laughter 

Thank you. 


Senator Frear. Before I recess the committee, Mr. Sec retary, and 


this is a suggestion only, you call Glacier National Park and turn that 
Under Secretary of yours loose over there and you think you might 
get. a different telegram than the one that was read here this afternoon. 
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The committee will stand in recess until 10 o’clock tomorrow morn- 
ing, and thank you very much for your testimony. Sorry we kept you 
all day, but I appreciate the information that you have brought to the 
interest of the people. 

Secretary Fremmine. Thank you, Senator. 

(The following memorandum by Senator Paul Douglas and accom- 
panying statement by Gov. Nelson A. Rockefeller were submitted for 


the record :) 
JULY 7, 1960. 
MEMORANDUM 


Re inclusion of statement for hearings on social security bill. 
To Hon. Harry FLoop Byrp. 
From Hon. Paut DouGLas. 

In the course of the hearings on H.R. 12580 there were a number of references 
to the position taken by the Governor of New York, Hon. Nelson A. Rockefeller. 
At the time, however, the text of the statement of the Governor was not available. 
I request that the text now be made a part of the record of the hearings so that 
it will be available for study to the Members of the Senate. 

Pavut H. Dovue.as. 


[For release in the afternoon, June 29, 1960, Robert L. McManus, press secretary to the 
Governor] 


STATE OF NEw YorK, EXECUTIVE CHAMBER, 
Albany, June 29, 1960. 


STATEMENT py Gov. NELSON A. ROCKFELLER, PREPARED FOR DISCUSSION AT THE 
GOVERNORS’ CONFERENCE, MANY GLACIER HOTEL, GLACIER NATIONAL PARK, 


MONT. 


The provision and equitable financing of adequate medical care for our senior 
citizens is one of the great unsolved problems of our Nation. 

Those over 65 years of age constitute a substantial, steadily growing and pre- 
dominantly low-income segment of the population. 

By 1975, there will be 22 million Americans over 65 years of age, or more than 
10 percent of the then population. Yet, while the elderly are increasing in num- 
ber, their ability to be economically self-sufficient through employment is de- 
creasing. The proportion of older workers in the labor force has decreased from 
nearly 75 percent of those over 65 in 1890 to about 35 percent in 1958. 

The net result is that, according to Government estimates for the year 1957, 
only about 20 percent of our senior citizens have incomes of more than $2,000 
a year—and 60 percent of them receive less than $1,000 a year. These figures 
include social security payments received. 

These senior citizens require, on the average, two to three times more medical 
care than the rest of the population. Many have special need for long-term in- 
stitutional care. Estimates for 1958 indicated that 78 percent of those over 
65 were afflicted with one or more chronic diseases. In spite of the great need 
of the aged for health insurance protection, nearly 60 percent of them have no 
health insurance at all, and of the remaining 40 percent who do, the coverage 
is frequently inadequate to meet the demands of chronic illness. 

These facts constitute a human problem of major proportions. A substantial 
portion of the burden of providing necessary health services falls upon dwindling 
savings, upon relatives, and upon public welfare, or upon hospitals, and the 
medical profession through charity treatment. 

The magnitude of the problem is underscored by the fact that in New York 
State alone there are some 83,000 persons aged 65 or over receiving care in 
hospitals or nursing homes at State expense. 

All too often, a lack of funds may discourage the elderly from seeking the 
early care and preventive treatment so essential to mitigating the effects of ill- 
hess and prolonging life. Many of those living on small social security pay- 
ments or pensions or annuities may face—or feel that they face—a choice be- 
tween paying the rent or seeking health care, often with tragic results. 

There is substantial reason to doubt that commercial insurance carriers or 
voluntary health insurance organizations can ever hope to meet the total health 
insurance needs of the aged as matters now stand. 
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From the standpoint of the older persons themselves, such insurance ig often 
too expensive for their limited incomes or is unavailable because of exist 
illness or for other reasons. Recognizing this, the New York Legislature 
recently passed a law at my request mandating the conversion of group health 
insurance policies to individual policies upon retirement at premium levels not 
exceeding 120 percent of prior payments. This measure represents a major 
advance, but not a complete solution. No one State can solve this problem alone. 
It is essentially a national problem. 

From the carrier standpoint, health insurance for the aged is likely to beg 
most unprofitable type of business unless premium costs can be spread over al} 
age groups. The latter is difficult in the competitive, experience-rating congj. 
tions which exist in the insurance industry. 

For voluntary plans, there are serious financial problems in providing such 
coverage. In 1958, for example, I am advised that the Philadelphia Blue Crogy 
collected $3.5 million in premiums from its 65-and-over subscribers and paid 
out $9.7 million to meet their hospital bills. Had the Blue Cross not spreaq 
this loss among all its subscribers, the premiums of the older subscribers would 
have been prohibitively high. At the same time, the increasing numbers of such 
high-cost subscribers not only raise costs for everyone, but threaten the very 
existence of the Blue Cross system. 

It is now clear that some type of Federal Government action is needed to 
solve this problem—a fact recognized in the wide variety of plans now under con- 
sideration in the Congress. In 1954, as Under Secretary of Health, Education, 
and Welfare, I participated in developing an administration proposal for limited 
Government involvement through a Federal reinsurance system to assist volun- 
tary health plans in undertaking broadened protection, including improved 
protection of the aged. The proposal was not adopted by Congress. Since then, 
the problem has become no less acute. 

The issue has ceased to be whether to do anything at all. The issue is how 
best to do what so obviously needs to be done. 

And the issue is immediate. Last Thursday, the House of Representatives 
passed a bill contemplating some medical care benefits, through Federal grants 
sharing costs with States, provided on a basis of need. This is an extremely 
limited measure—seemingly in the nature of an election-year stopgap. There 
is substantial evidence that the Senate during the coming week will begin serious 
consideration of expanding this measure into a comprehensive effort to meet the 
problem. I sincerely hope that this is the case. 

Of the various proposed programs of health insurance for the aged, the best 
known are the Forand bill and the administration bill. There are many differ- 
ences between these two bills, but the fundamental difference is in the two 
approaches to financing the proposed benefits. The Forand bill would increase 
the social security payroll tax to encompass health insurance for those over 
65, while the administration bill proposes a Federal-State program of health 
insurance for older persons, paid for primarily by general tax revenues of the 


Federal and State Governments, but with the older persons themselves (other | 


than those of public assistance) paying an enrollment fee of $24 a year. 

As a businessman concerned with employee welfare, as Under Secretary of 
Health, Education, and Welfare, and as Governor of New York, I have been 
concerned with the health insurance question for many years. It seems to me 
that there are four grave weaknesses in the Forand measure. 

1. The Forand bill would not provide health insurance coverage for any of 
the 4 million persons now over 65 years of age who are not included in the social 
security system. 

2. It lacks any element of choice and would therefore tend to stifle further 
development of voluntary health insurance for the aged in this country. 

8. Administration of the Forand bill program would be under centralized 
Federal control with no flexibility for accommodation to varying conditions in 
the different States. 

4. It fails to provide the standards needed to maintain the quality essential 
to good medical care. 

In the admiinstration bill, the basic flaw is the method of financing, which! 
regard as fiscally unsound. Instead of extending a proven contributory system 
of insurance—the administration bill provides subsidies from the general rev 
—_ shared by the States and the Federal Government under an equalization 
ormula. 
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Under a contributory system a definite percentage of the cost is born by those 
who ultimately receive the benefits, This provides a built-in safeguard against 
the constant pressure for irresponsible and extravagant additions to the scheme 
which is politically difficult to resist. The administration plan would be par- 
ticularly vulnerable to such pressure, based as it is on the concept of subsidy. 

The financing of the administration plan also would represent a serious finan- 
cial drain on the States; New York, for example, would have to allocate to the 

rogram nearly 10 percent of its current State purposes budget if it participated. 
It is likely that a number of States would decide not to participate at all, as 
would be their right. 

In addition, the administration bill has “means test,” deductible and coinsur- 
ance features unrealistically limiting benefits and requiring cumbersome and 
costly administrative mechanisms in all 50 States. It does, however, provide 
for minimum standards of care and its benefits would come closer to meeting 
the medical care needs of the aged than do those of the Forand bill. 

What, then, are the elements of a workable approach? In my judgment, 
we must begin with the principle that our basic reliance for health Insurance 
protection for the population as a whole should be voluntary health insurance. 
But, recognizing the special problem of insuring the health of the aged, I believe 
Congress should enact a program based on the principles I shall set forth. 

In considering these principles, we should keep in mind that taxes levied by 
the Government to support a health insurance system are equally compulsory, 
whether they are in the form of general revenue taxes or earmarked payroll 
taxes. Hence, the alleged distinction between plans on the basis of “volun- 
tary” versus “compulsory” is, in my opinion, both illusory and irrelevant inso- 
far as financing is concerned. As to the voluntary or compulsory nature of the 
receipt of benefits, I shall comment further. 

The principles I advocate are these : 

1. Health insurance should be provided for as many as possible over 65 with- 
out reference to a means test. 

The concept of an “earned benefit” resulting from a contributory system is 
an important one to retain—one which stresses individual initiative and dig- 
nity in our society. 

2. The basic mechanism for achieving this should be the contributory social 
insurance system, supported by payroll taxes, which exists in the old-age sur- 
vivors and disability insurance system. A separate health benefit trust fund 
should be established in this system to account for the taxes received and benefits” 
paid. 

This well-administered system has proved to be effective and economical. Its 
contributor nature has been completely accepted and is indeed, strongly sup- 
ported by employees as well as their employers. 

3. The full payroll tax increase required to finance the additional health 
benefits should be enacted at the same time as the new benefits. 

The maximum additional tax needed for the benfits I propose would be one- 
half of 1 percent for employees and the same amount for employers. 

4. Some 4 million persons over age 65 are not covered by OASDI insurance. 
Nearly half of these are recipients of old-age assistance payments, paid from 
Federal, State, and local general revenues. A second group among these 4 
million are receiving retirement benefits from the civil service, railroad retire- 
ment, or other programs. A third group reeeive their support from the other per- 
sonal resources or are dependent on others for their support. 

These older persons not eligible for benefits under the OASDI system must, 
nevertheless, have comparable health insurance protection available to them, 

I believe that the Federal program should permit payments into the separate 
health benefit trust fund for the purchase of the same health protection for 
these persons as would be available to retired OASDI beneficiaries. The Fed- 
eral Government should match according to a formula any payments. which 
an individual State wishes to provide to assist its older persons not eligible for 
OASDI in purchasing the OASDI health benefits. The Federal Government 
would also, of course, continue to provide Federal matching grants for old-age 
assistance payments, including those for medical care purposes. 

5. Each OASDI beneficiary eligible for the statutory health benefits should 
be given an option to forgo these benefits in favor of receiving a special monthly 
cash benefit added to his regular social security check, provided he presented 
proof that he carried a health insurance policy at least equivalent to the pro- 
tection afforded by the statutory benefits. 
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This option would give the benefit phase of the program, as distinct from 
the financing phase, a truly voluntary nature. It would encourage commercial 
carriers and voluntary health insurance organizations to continue their efforts 
to develop sound coverage plans for the senior population. Furthermore, jnqj. 
viduals covered during employment by outstanding health insurance plans wonlq 
thus be encouraged to continue such plans after retirement. 

6. The program should provide at its outset for hospitalization, nursing-home 
care, and visiting nurse services, with additional benefits to be added as eXpe 
rience may indicate their desirability and feasibility. 

A benefit schedule offering more total days of care according to the proportion 
spent in nursing-home care and Visiting nurse services would encourage benef. 
ciaries to use less costly facilities as soon as their medical condition per. 
mitted. 

Early diagnostic services should be added to the benefits as soon as possible, 
to help minimize instances of hospitalization. Subsequently, it should be found 
possible to cover broader forms of organized home-care services, the costs of 
certain drugs, surgery, and possibly other physician services. 

7. A State agency should be chosen or established to maintain standards set 
by the Secretary of Health, Education, and Welfare. 

This agency would make reimbursement to hospitals, nursing homes, and 
visiting nurse services on the basis of actual costs. The agency would review 
and certify rates for payment based on actual cost as determined by uniform 
cost accounting methods. It would certify expenditures under the program 
and maintain a continuing review of operations within the State. 

This program should be regarded as only one part—though a major part—ofa 
larger overall effort to make better provision for our senior citizens who have 
already made their great contribution to our way of life. 

For example, improved housing for the aged ranks as an important aspect of 
their well-being. But a sound health insurance program is the most urgent 
immediate need—to the end that the retirement years shall be made as free as 
possible from the crushing cost burdens and anxieties attendant upon illness. 

In the achievement of these objectives, our elder citizens deserve decisive and 
prompt action. 


(By direction of the chairman, the following is made a part of the 
record :) 

CALIFoRNIA, Pa., July 6, 1960. 
Senator Harry F. Byrp, 
Chairman, Senate Committee on Finance, 
Senate Building, Washington, D.C.: 

Strongly urge passage of legislation adding health care benefits for aged under 
OASDI system. Would appear before committee but realize this may hold up 
hearings, so suggest entry of this telegram in Senate records. 

CENTERVILLE MEDICAL GROUP, 
Dr. Rospert SCHWARTZ. 

Dr. JoHN WEBER. 

Dr. GERALD ScHor. 

Dr. MorkIsS MASER. 


MIAMI, Fra., July 6, 1960. 
Senator Harry F. Byrp, 
Senate Office Building, Washington, D.C.: 


Six hundred blind delegates assembled in the convention of the National Feder- 
ation of the Blind representing many thousands of blind people throughout the 
United States of America urge your active support in the Finance Committee and 
on the floor of the Senate of the Hartke amendment included in 8. 3449. This 
would amend title X of the Social Security Act so as to include the exemption of 
the earnings of blind aid recipients from $600 annually to $1,000 plus 50 percent 
of amounts over $1,000 until self-support is achieved. The blind aid program 
would thus be made a means of rehabilitating blind people in returning them to 
productive, economically independent lives. 

Dr. JACOBUS TENBROEK, 
President, National Federation of the Blind. 
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JEWISH FAMILY SERYICE OF TRENTON, 
Trenton, N.J., July 8, 1960. 


Dear SENATOR Byrp: I would like to call your attention to the following resolu- 
tion that was adopted at a recent meeting of the board of directors of the Jewish 
Family Service of Trenton, N.J. 

“The Jewish Family Service of Trenton, N.J., heartily approves and endorses 
the principle that public financing of medical care for the aging be provided as a 

rt of the social security insurance program. The board of directors of this 
voluntary family agency feel deeply that passage of a bill embracing this prin- 
ciple will fulfill a serious unmet social need of our community and country in a 
most expeditious and encompassing manner.” 

The board sincerely hopes that you will wholeheartedly support and work 
for the passage of a bill that will embrace these principles. 

Very truly yours, 
Mrs. JoHN Hirscu, 
Chairman, Public Issues. 


CATERPILLAR TRACTOR Co., 
Davenport, Iowa, June 28, 1960. 
Hon. B. B. HicKENLOOPER, 
Senate Office Building, 
Washington, D.C. 

Dear Sir: We are writing to you in opposition to a section of H.R. 12580, con- 
cerning financing of the administrative and loan fund provisions of the employ- 
ment security program. This section was originally H.R. 7177. 

Our company supports the principle of unemployment compensation when it is 
properly designed and safeguarded. We have actively supported the State of 
Iowa program as well as many of the changes for increased benefits to meet 
changes in economic conditions. However, we oppose the proposed changes to 
unemployment compensation laws for the reasons stated below. 

As we understand the proposal, it would increase the Federal unemployment 
tax from 3 to 3.1 percent of the first $3,000 of covered wages with the additional 
0.1 percent going to the Federal Government. This would appear to be only a 
slight increase, but in fact a credit of 2.7 percent is allowed against both rates for 
payments to the States; as a result, the portion going to the Federal Government 
would increase from 0.3 to 0.4 percent or one-third. The increased Federal reve- 
nue would be used (1) to cover rising administrative expenses, and (2) to build 
up the Reed loan fund from $200 million to the larger $550 million, or 0.4 percent 
of covered payrolls. 

We do not believe that a need for the increase has been demonstrated. Federal 
unemployment tax collections as compared with allocations of Federal funds to 
the States for administration have been as follows: 


{In millions] 


Tax collee- | Administra- 


Year tions tive 
allocations 


; ‘ 277 222 
1956... .. 322 233 
1957... 327 248 
1958... .. . ; . . . 333 | 295 








Proponents of the tax increase point to the more rapid growth in allocations 
in 1957 and 1958 as compared with the growth of tax collections. However, 
1958 was a recession year and business conditions have improved since that 
time. In our opinion continued economic growth of this country will provide 
sufficient funds at present tax rates to cover any needed increase in allocations 
to States. Certainly, postponement of action at this time would be wise in order 
to allow sufficient time to see whether such a drastic increase in tax is necessary. 

The second purpose of the increase is to build up the Reed loan fund. This 
fund was impaired by States which failed to take action to: (1) Assure ade- 
quate State funding, and (2) correct loose administration and liberalization. A 
comparison of the ratio of benefits to taxable wages in those States with the 
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ratio in other States shows some of the reasons why those States needed Federa] 
fund (5 year averages: Illinois, 1.5; Michigan, 3; Pennsylvania, 2.9; nationg} 
1.7). ‘ 

Just last year one high ratio State substantially tightened its laws covering 
payments for pregnancy and to pensioners. We believe such reform efforts are the 
preferable approach to the problem. We feel sure that many States still haye 
not demanded that people search diligently for work before becoming eligible 
for benefits. Renewal of such abuses will provide additional funds under their 
existing programs. Meanwhile, industries in States (such as lowa) which are 
attentive to administering their laws properly, should not have their taxes raised 
to help out States which are not doing as well. It is our belief that wnemploy. 
ment compensation is primarily a State matter. Increasing the amount of Fed- 
eral funds available to the States will heighten the Federal role in this area ang 
correspondingly reduce State responsibilities. 

Very truly yours, 
Leo F. DeKAtp, 
Employee Relations Manager. 


GUILD OF PRESCRIPTION OPTICIANS OF NEW JERSEY, INC., 
July 6, 1960. 
Hon. Harry Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 


DeEAR SENATOR: The Guild of Prescription Opticians of New Jersey wish to 
eall your attention to and urge you to vote for (the Mills bill) H.R. 12580, 
title XVI. 

We believe that this bill in its present form affords protection against health 
care costs for the near needy and affords protection against an unsound and 
unbalanced national economy. 

Respectfully, 
JEROME SAENGER, President, 


STATEMENT BY GEORGE McLAIN, PRESIDENT, NATIONAL LEAGUE OF SENIOR CITE 


ZENS; CHAIRMAN, CALIFORNIA INSTITUTE OF SocrAL WELFARE, Los ANGELES, 
CALIF. 


NATIONAL LEAGUE oF Sentror CrrizeNns INc., 
Los Angeles, Calif., July 8, 1960. 
To Senate Finance Committee: 

Mr. Chairman and members of the committee, as president of the National 
League of Senior Citizens and chairman of the California Institute of Social 
Welfare, I represent more than 250,000 elderly Americans in 23 States. We may 
safely assume that the views of the members of these organizations parallel the 
opinions of the 23 million Americans of 60 years of age or older who make up 
our growing population of aged men and women. 

In my day-to-day contacts with the senior citizens who belong to the National 
League and the California Institute, I am keenly aware of a new attitude on 
the part of the aged. Better educated and more widely informed than previous 
generations of oldsters, these elderly citizens are approaching open rebellion 
against outmoded social concepts that isolate them economically. Their work- 
ing lifetimes were spent, for the most part, in fairly comfortable financial cir- 
cumstances. To be condemned to pauperism in their later years is repugnant 
to them. They want financial security, dignity, and self-respect in old age. 
Moreover, they feel that they’ve paid for their retirement by helping to enrich 
this Nation in the years when they were part of its productive machinery. 

At this moment, they are perilously close to crystallizing into a new, and 
formidably powerful, minority group. Unlike other minorities, whose loyalties 
are torn between race and religion, color and party, the elderly are overwhelm- 
ingly in agreement on one issue—the care of the aged. This overriding question 
is sufficient to overcome all other influences, political, religious, sectional, or 
racial. We must face their problems and act courageously and intelligently, or 
we may upset the Nation’s political balance. 

The turning point, as far as millions of needy, elderly Americans are con- 
cerned, involves the social security bill now before the Senate Finance Commit 
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tee. Hopefully, they look to this committee to provide immediate help, while 
steps are taken to meet their broad goals of the future. 

First of all, they earnestly pray that this committee will revise the so-called 
Mills bill (H.R. 12580) into a measure providing real health protection. Emi- 
nent experts in the field have already pointed out the many shortcomings of the 
Mills bill medical care plan. A proposal similar to the Kennedy bill, the 
McNamara bill, or the plan offered by Senator Anderson would be much more 
acceptable to the elderly. Moreover, approval of a bill of this kind would give 
the Congress an opportunity to demonstrate their sincere interest in the prob- 
lems of the elderly. 

But, while medical care is indeed an urgent need of the aged, another neces- 
sity must not be overlooked. I speak of money—-eating money. This is a sub- 
ject around which the lives of millions of old folks revolve. The struggle for 
survival—enough money to buy sufficient food, shelter, and clothing—occupies 
virtually all their walking hours. To the neediest of the elderly—and this in- 
cludes roughly two-thirds of all the 16 million Americans of 65 or older—the 
problem of medical care is an academic one. It will remain so until steps are 
taken to increase social security and public assistance payments to a level suffi- 
cient to provide a decent standard of living. 

Picture, if you will, the plight of a retired American who receives minimum 
social security benefits, about $33 per month for a retired worker. Suppose this 
retiree has a wife, 62 years or older, who receives the minimum dependency 
payment, $16.50 per month. This couple, then, receives a total social security 
benefit of $49.50 per month. In many States, folks receiving social security 
payments are ineligible for State public assistance. The result is human 
tragedy, multiplied millions of times. Can we, as the richest, most progressive 
Nation on earth, permit starvation and want to dwell in our midst while we 
cajole other countries to rally to our banner in the struggle against worldwide 
communism? I think not. 

I appeal this committee to move swiftly in this critical area, Substantial 
increases in social security must be voted in this session of Congress. 

Another improvement in the Social Security Act that must be made imme- 
diately affects the current, hopelessly outdated earnings limitation imposed on 
recipients. At present, those receiving benefits are prohibited from earning 
more than $1,200 a year without jeopardizing their Federal payments. I rec- 
ommend that this figure be increased promptly to at least $2,400. The members 
of this committee must fully realize the hardships, injustices, and outright law 
violations caused by the present limitations. 

Next, this committee should include an immediate increase in public assist- 
ance funds to permit the States to grant old-age assistance recipients long over- 
due cost-of-living increases. People receiving this type of aid are among the 
poorest of the poor, and millions are now caught in an irresistible squeeze be- 
tween inflation and lagging pension payments. They need and deserve help 
now. 

Your attention must be called to a situation long ignored by our Nation’s law- 
makers. I speak of the right of State old-age pensioners to earn small sums 
without affecting their benefit payments Many are fit for light, casual em- 
ployment, even though their age and infirmities make them unable to hold 
regular jobs. They should be able to earn pin money at babysitting, gardening, 
or other duties without fearing financial retaliation if their well-meaning 
efforts are uncovered. 

I propose that a provision be included in the 1960 social security bill allow- 
ing State old-age pensioners to earn up to $50 a month without endangering 
their Federal-State payments. 

These are the steps that must be taken now if the elderly of America are to 
retain their faith in their lawmakers. As for the future, let me outline briefly 
the program adopted by the National League of Senior Citizens in their nation- 
wide convention in Los Angeles, June 3-4. 

1. Increased social security benefits, equal to earnings under the Federal 
minimum wage law, now about $173 per month. 

2. Inclusion of all State old-age pensioners into the social security system, 
saving many millions of dollars annually for State and local taxpayers. 

3. Reduced eligibility ages for both men and women, offsetting the unemploy- 
ment caused by automation and new industrial production techniques. 

4. Inclusion of the Federal Government as a one-third contributor to the 
social security fund, to lessen the burden on employers and employees and bring 
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this Nation abreast with many of our Western allies who adopted this System 
years ago. 

5. An increased ceiling on earnings permissible for social security recipients, 
doubling the present $1,200 limitation to $2,400 annually. 

6. A drastic change in policy regarding Federal aid for housing for the 
elderly, junking the “trickle down” approach for a Federal “crash program” to 
encourage nonprofit corporations to develop low-rent housing facilities for the 
aged through direct Federal loans at low interest rates with 50-year payback 
provisions. 

This is our blueprint for the future. While we do not expect these improve 
ments to be adopted this year, and perhaps not next year, we are confident that 
they point the way to a sound, adequate retirement program for elderly Amer. 
icans. I will be most happy to provide additional details to any members of the 
committee who are interested. 

Millions of elderly men and women are watching the activities of this com. 
mittee with burning interest. I have attempted to outline the areas in which 
immediate action is necessary and the direction in wihch the aged hope America 
will proceed in the years to come. 

Thank you for your attention. 

GreorGE McLain. 


PHILADELPHIA, Pa., July 10, 1960. 
CHAIRMAN, SENATE FINANCE COMMITTEE, 
Washington, D.C.: 


I should appreciate the opportunity of testifying before the Senate Finance 
Committee in favor of extending social security to physicians. The American 
Medical Association does not—repeat not—reflect the opinions of the American 
physician on social security coverage. Official polls in Philadelphia and in Penn- 
sylvania are overwhelmingly in favor of coverage for doctors. 

Haroip A. HANNO, M.D., 
Member, Medical Economics Committee, 
Philadelphia County Medical Society. 


CAMBRIDGE, Mass., July 8, 1960. 
Hon. Harry F. Byrp, 
U.S. Senate, Senate Office Building, 
Washington, D.C.: 


Glad to hear you are having hearings on health insurance. Would be glad 
to testify but I know there is pressure of time. Refer you to evidence before 
Ways and Means at earlier meeting and my statement before Senate Committee 
on Aging in fall 1959. Strongly urge a bill putting health insurance under 
OASDIL. 

Seymour EB. Harris, 
Littauer Professor of Political Economy, Harvard University. 


Cur10aco, Itx., July 8, 1960. 
Senator Harry F.. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 


Of the bills now under consideration by your committee re health insurance 
for the aged, the President’s Council of the Older Adults Department of the 
Jewish Community Centers of Chicago see in the McNamara bill the features 
offering most adequate service to the majority of aged now in our country 
therefore we urge that you give full consideration only to those bills contain- 
ing the following elements: Prepaid insurance administered through the Social 
Security Administration and coverage for all aged persons. 


| 
| 


We trust that in this election year an adequate bill will be passed meeting this | 


vital need. 
BEATRICE BANDOLIN, 
Chairman President’s Council Older Adults, 
Department of Jewish Community Centers of Chicago. 
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STATEMENT OF Dr. EMMETT J. Murpny, Drrecror Or INDUSTRIAL RELATIONS, 
NATIONAL CHIROPRACTIC ASSOCIATION, WASHINGTON, D.C., JUNE 30, 1960 


Mr. Chairman, my name is Dr. Emmett J. Murphy. I am the director of 
industrial relations of the National Chiropractic Association. I am a resident 
of Washington, D.C. I come before you to testify on H.R. 12580, particularly 
as to its provisions respecting the rights of the old age recipients under the bill 
to continue to obtain the services of duly licensed physicians who are presently 
meeting their health needs, and of any others who under the terms of this act 
may Wish to obtain the care and attention of any one of the legally licensed 
doctors practicing the healing art in the State of which they may be residents. 

To obtain fair and equal treatment it will be necessary to amend title XVI, 
Medical Services for the Aged, section 1606(e) of H.R. 12580 to read as follows: 

“(e) The term ‘physicians’ services’ means services provided in the exercise 
of his profession in any State by a duly licensed doctor of medicine, doctor of 
osteopathy, and doctor of chiropractic licensed in such State.” 

That wherever in the act any reference made to “physicians’ services” or 
“physician” shall include the meaning of this section (e) as amended above. 

This amendment is offered in behalf of the many thousands of elderly people 
whose health is maintained by the aid of the professional services of doctors of 
chiropractic, and by those who like these patients may seek the assistance of 
these doctors. 

This amendment is offered, also, as a proper protection of the professionally 
established and licensed rights of the thousands of members of one of the 
healing professions, who would be discriminated against if the amendment was 
not included in the law. Surely, it is not the intention of the Congress to 
cause any such discrimination, nor to invade the rights of the States to determine 
who shall be licensed and privileged to render service to any of their citizens. 

Doctors of chiropractic who practice among these older people are acutely 
aware of their health needs. We believe their economic circumstances and 
the unpredictability of their health, coupled with the cost of nursing and 
physicians’ services, combine to present a problem of serious national im- 
portance. We are not expert in recommending the exact way of administering 
any program to meet these conditions. We confine ourselves to an expression 
of view strictly within our professional purview. We are aware of the need of 
these aging people, for many are patients of doctors of chiropractic. 

We therefore respectfully request the amendment suggested above. 


CHRISTIAN SCIENCE COMMITTEE ON PUBLICATIONS, 
OF THE First CHURCH OF CHRIST, SCIENTIST, IN Boston, MASS., 
Washington, D.C., June 21, 1960. 


Re H.R. 12580, Social Security Amendments of 1960. 


Hon. Harry FLoop Byro, 
Chairma:x:, Committce on Finance, 
US. Senate, Washington, D.C. 

Deak SENATOR Byrv: The Christian Science Board of Directors, in Boston, 
Mass., the administrative head of the Christian Science Church, has asked 
me, as its Washington representative, to write you about the change in the law 
proposed in section 104 of H.R. 12580. 

Section 104 of this bill which passed the House and is now before your com- 
mittee amends subsection 211(c)(5) of the Social Security Act and subsec- 
tion 1402(c) (5) of the Internal Revenue Code of 1954 so as to include doctors 
of medicine under old-age and survivors insurance coverage. These code sec- 
tions presently exempt Christian Science practitioners from compulsory OASI 
coverage. 

Should your committee decide to include doctors of medicine under OASI 
coverage, we urgently request that the status of Christian Science practition- 
ers not be changed and that section 104 of the bill be reported as passed by the 
House, as it would in no way affect the present status of Christian Science 
practitioners. 

The thoughtful consideration of this request by your committee will be ap 
preciated, 

Sincerely, J. BUROUGHS STOKEs, 
Manager, Washington, D.C., Office. 
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U.S. SENATE, 
COM MITTEE ON BANKING AND CURRENCY, 
June 24, 1960 
Hon. Harry F. Byrp, ’ 
Chairman, Senate Finance Committee, 
Senate Office Building, 
Washington, D.C. 

Deak Senator Byap: I would like to submit an amendment to H.R. 12580, the 
Social Security Amendments Act of 1960. This bill passed the House of Repre. 
sentatives on Thursday, June 23, 1960. Your committee undoubtedly will hp 
considering the bill very shortly. 

The amendment I propose is an updated version of section 316 of Pubjic 
Law 85-840—the Social Security Amendments Act of 1958. Action to jp. 
clude the section in H.R. 12580 was started too late to make it part of the bij 
at the time of its passage on June 23. Section 316 is scheduled to expire on July 
1, 1960. 

The purpose of section 316 was to give a number of towns and quasi-municipal 
corporations an opportunity to become covered under the social security pro. 
gram in addition to the State retirement system. In the 2 years that the section 
has been in effect, all but 13 political subdivisions in Maine have taken advantage 
of this opportunity. The remaining communities, with few exceptions, are the 
larger communities in the State. They are interested in social security cover. 
age and are working with the State retirement system to integrate the two pro- 
grams so that double coverage is not financially prohibitive. 

I have been assured by William L. Mitchell, Commissioner, Social Security 
Administration, Department of Health, Education, and Welfare, that the De 
partment will not oppose legislation which would extend the June 30 deadline of 
section 316 through at least 1961. 

I have also received assurances from Chairman Wilbur Mills of the House 
Ways and Means Committee that the House managers will accept the amend- 
ment in the conference committee. The proposed amendment is appended on 
page 2 of this letter. I request your support and the support of the whole com- 
mittee for its inclusion in the Senate version of H.R. 12580. Any attention you 
might be able to give to this request would be greatly appreciated. 

Sincerely, 
EpMUND S. MuskIE. 


PRoposep AMENDMBN® TO H.R. 12580 


For the purposes of any modification which might be made after the date of 
enactment of this Act and prior to July 1, 1961, by the State of Maine of its 
existing agreement made under section 218 of the Social Security Act, any re 
tirement system of such State which covers positions of teachers and positions 
of other employees shall, if such State so desires, be deemed (notwithstanding the 
provisions of subsection (d) of such section) to consist of a separate retirement 
system with repect to the positions of such teachers and a separate retirement 
system with respect to the positions of such other employees; and for the pnur- 
poses of this sentence, the term “teacher” shall mean any teacher, principal, 
supervisor, school nurse, school dietitian, school secretary or superintendent em- 
ployed in any public school, including teachers in unorganized territory. 


(Whereupon, at 5:30 p.m., the committee recessed, to reconvene at 
10 :20 a.m., Thursday, June 30, 1960.) 
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THURSDAY, JUNE 30, 1960 


U.S. Senate, 
COMMITTEE ON FINANCE, 
Washington, D.C. 


The committee met, pursuant to recess, at 10:20 a.m., in room 2221 
Senate Office Building, Senator Harry F. Byrd (chairman) presiding. 

Present: Senators Byrd, Frear, Long, Douglas, Gore, Talmadge, 
Hartke, McCarthy, Williams, Curtis, Carlson, and Bennett. 

Also present : Elizabeth Springer, chief clerk. 

The CHarrMan. The committee will come to order. I would like to 
announce that the Chair has written a letter today to the Director of 
the Budget to ascertain whether or not the Budget approves both the 
House bill and the so-called administration bill. There is some con- 
fusion as to whether the Budget approved both of them. I now insert 
in the record a copy of my letter to Mr. Stans. A copy of his reply 
will likewise be printed when received. 

(The letter and the reply referred to follows :) 

JUNE 30, 1960. 
Hon. Maurice H. STans, 
Director, Bureau of the Budget, 
Washington, D.C. 

Dear Maurice: In testifying before the Committee on Finance yesterday Sec- 
retary Arthur Flemming stated that the administration favored the medical 
aid program, title VI, of H.R. 12580, as passed by the House of Representatives. 
In addition to recommending enactment of the House health program, Secretary 
Flemming advocated the inclusion of the medicare plan which he had previously 
presented to the House Ways and Means Committee as the administration’s 
proposal. 

We do not have a report from the Bureau of the Budget on either of these 
proposals. Therefore, I shall appreciate your submitting the views of the 
Bureau of the Budget on H.R. 12580, as passed by the House of Representatives, 
and the medicare program advocated by the administration. 

Specifically, I would like to have definitive answers to the following questions : 

(1) Does the Bureau of the Budget recommend enactment of title VI of H.R. 
12580, as approved by the House of Representatives? 

(2) Does the Bureau of the Budget recommend enactment of the medicare 
program advanced by Secretary Flemming as the administration’s plan? 

(3) Does the Bureau of the Budget recommend enactment of H.R. 12580 if 
amended to include the medicare program, as recommended by Secretary Flem- 
ming? 

(4) What is the estimated cost (based on the first full year of operation) to the 
Federal Government and to the State governments of the medical aid program 
(title VI) contained in H.R. 12580? 

(5) What is the estimated cost (based on the first full year of operation) t» the 
Federal Government, to the States, and to the individual subscribers, of the 
administration’s medicare program? 

(6) Does one program overlap the other to such a degree that the overall 
cost of the combined programs would be affected? If so, what is the estimated 
cost (based on the first full year of operation) of the combined programs to the 
Federal Government, to the States, and to the individual subscribers? 
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May I respectfully request that you expedite the submission of these reports 
and replies to the above questions so that they may be incorporated in the record 
of the hearing which we hope to send to the printer the latter part of next week. 

With kindest regards, I am, 

Respectfully, 
Harry F. Byrp, Chairman, 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D.C., July 12, 1960. 
Hon. Harry F.. Byrp, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CHargmMan: This is in reply to your request of June 24, 1960, for 
the views of the Bureau of the Budget on H.R. 12580, as passed by the House of 
Representatives, a bill to extend and improve coverage under the Federal old-age, 
survivors, and disability insurance system and to remove hardships and inequi- 
ties, improve the financing of the trust funds, and provide disability benefits to 
additional individuals under such systems ; to provide grants to States for medical 
care for aged individuals of low income; to amend the public assistance and ma- 
ternal and child welfare provisions of the Society Security Act; to improve the 
unemployment compensation provisions of such act; and for other purposes. 
This will also acknowledge your letter of June 30, 1960, asking for answers to a 
number of questions regarding both tithe VI of H.R. 12580 as passed by the 
House of Representatives and the administration's proposal for medical aid to 
the aged. 

H.R. 12580 as passed by the House of Representatives would make improve- 
ments in the old-age, survivors, and disability insurance (OASDI) programs and 
in the unemployment compensation program. It would also provide a new pro- 
gram of medical care for the aged. The bill incorporates many proposals recom- 
mended by the executive branch and also makes a number of other changes in 
existing law. In view of the fact that the Secretary of Health, Education, and 
Welfare has already testified at considerable length on this bill before your 
committee, we would like in this report to deal with the main features of H.R. 
12580, and particularly to mention some points which might be helpful to your 
committee in considering certain changes which the Bureau believes are de 
sirable. 

The main changes in the OASDI programs which the bill would make are (@) 
the elimination of the age 50 requirement for disability benefits, (>) liberaliza- 
tion of the trial work requirement for disability beneficiaries who work under 
non-State-approved rehabilitation plans or are rehabilitating themselves, (¢) in- 
crease in the benefit rates for each child of a deceased worker, (d) authorization 
of benefits for survivors of workers who died fully insured before 1940, (e) 
modification in the provision governing interest rates on investments of the trust 
funds, (f) broadening of coverage for certain groups, and (qg) the liberalization of 
the insured status requirement to require one out of four instead of one out of 
two quarters of covered employment after 1950. In the main, these changes con- 
form to proposals made by the executive branch, and although, in the net, they 
would somewhat worsen the actuarial status of the OASDI trust funds, they ap- 
pear to be within the bounds of an acceptable actuarial balance and therefore 
do not require an increase in payroll taxes, which the administration would re 

gard as undesirable at this time. 

The one-out-of-four provision, in our opinion, raises the main question. This 
change was not recommended by the administration. Although consistent with 
the existing general requirement that an individual be covered only 10 years out 
of a potential working lifetime of about 40 years, the change would mean that 
during the next few years the coverage requirement for people reaching retire 
ment age would be cut essentially in half—from 18 to 20 quarters to a very modest 
requirement of only 9 to 10 quarters. While the level premium cost of this change 
appears to be a nominal 0.04 percent of covered payroll, the change will add 
600,000 individuals, including dependents, to the benefit rolls in the next several 
years and require payment from the trust funds of benefits averaging $250 million 
a year over the next decade. The extra cost entailed by this provision will thus 
contribute substantially to pushing projected payments from the OAST trust 
fund in calendar 1960 and 1961 above estimated receipts, with the result that 


the 
con 
of | 
thu 


by 

cov 
Th 
cer 
inc 
to 
wi 
up 
col 
Im 
log 
set 


tic 
$7 
th 
in 
fis 
til 


pl 
co 


a ae ee a 


orts 
‘ord 
eek, 


on 


of 


SOCIAL SECURITY AMENDMENTS OF 1960 199 


the balance in the fund under the bill would show a decline. The change also 
contributes to worsening the actuarial status of the OASTI trust fund to a deficit 
of 0.23 percent, thus approaching the margin of the commonly accepted rule of 
thumb (0.25 percent) for a tolerable degree of actuarial deficiency. 

We are pleased that title V makes a number of highly desirable changes in the 
Federal-State unemployment compensation program that were recommended 
py the executive branch. We regret, however, that the bill does not extend 
coverage to small firms and nonprofit organizations as proposed by the President. 
The increase in the effective Federal unemployment tax rate from 0.3 to 0.4 per- 
cent, while not following the administration’s recommendation, will provide an 
increase in revenues of the same general magnitude as the President’s proposal 
to increase the taxable wage base from $3,000 to $4,200. These increased revenues: 
will be adequate to cover the full costs of administrative expenses and to build 
up the proposed loan fund to $550 million and the proposed administrative ac- 
count in the unemployment trust fund with a reserve balance of $250 million. 
Improvements have also been made in the criteria for receiving loans from the 
loan fund when State reserves are depleted, and the Federal-State employment 
security program is extended to Puerto Rico. 

Section 707 of the bill would amend title V to increase the statutory authoriza- 
tions under grants to States for material and child welfare from $58.5 million to 
$70 million. In the 1961 budget the President has requested $48.5 million for 
these purposes, an amount below current authorizations. Under the orderly 
increases in requested appropriations for these programs being followed by this 
administration, full authorizations under existing law will not be reached until 
fiscal 1966. Thus, in our view, legislation to increase such authorizations at this 
time is not needed and was not recommended by the administration. 

Section 526 would authorize a new program of research and demonstration 
projects in the field of child welfare. Existing legislation already authorizes 
cooperative research or demonstration projects in social security, which covers 
the subject matter encompassed by the current proposal. Therefore, we see no 
reason for a special new program in the children’s field. 

Section 706 of the bill would further extend, for an additonal 3 years, special 
provisions permitting two States, Missouri and Pennsylvania, additional time in 
order to bring their programs for the blind under public assistance into con- 
formity with Federal law. Since 1952 periodic legistive exception has been 
made for these two States extending the maximum transitional period provided 
in 1950 legislation. During the extended transitional period, Federal participa- 
tion in the costs of operating these programs has continued even though the 
programs did not comply with Federal standards. This Office believes that 
ample time has been provided for these States to bring their programs into 
conformity with the requirements of the Social Security Act to which all other 
States are adhering. Accordingly, this Office sees no reason why exceptional 
treatment should be provided to these two States over an aggregate period of 
14 years since 1950. 

Title VI of H.R. 12580 would establish a new Federal-State program of 
assistance for medical care to the aged. This new program, together with the 
related five-percentage-point increase in the Federal matching ratio for medical 
vendor payments under public assistance, which the bil! also provides, has been 
estimated by the Department of Health, Education, and Welfare to have an 
approximate Federal-State cost of $341 million the first full year of operation 
with all States participating. The Federal share of this cost would be about 
$176 million. (In fiscal year 1962, however, the program would not yet be in 
full operation and the Federal cost might be in the neighborhood of $65 million.) 

These cost estimates depend upon many assumptions and, in our judgment, 
could be greatly understated. One of the principal assumptions was that the 
House Ways and Means Committee intended, as we understand it, that the 
hew program of medical benefits for aged individuals should be restricted to 
those who are medically indigent but at the same time are not able to meet the 
requirements of need under the public assistance medical vendor payments pro- 
gram. However, the language relating to eligibility standards in H.R. 12580 
and in the accompanying House committee report is rather general in nature and 
in the final analysis the setting of eligibility standards would be left largely 
to the discretion of the States. Unlike in the administration proposal, the 
benefits for eligible individuals which would be provided by the States under 
title VI, and in which the Federal Government would share, could cover all 
expenses. There is no requirement in the bill for specific deductible amounts 
of $250 ov 8100 nor fc 2 20 percent coinsurance in costs above these amounts. 

58387—60——_14 











200 SOCIAL SECURITY AMENDMENTS OF 1960 


Thus, if many States should establish tests of need deviating substantially from 
public assistance standards so that full costs would be covered for a large number 
of people, as is quite possible under the bill, costs under the program might 
greatly exceed the above estimates, 

The foregoing estimates for title VI of H.R. 12580 are considerably below the 
$1.3 billion estimated as the full operational Federal-State cost in fiscal year 
1964 of the administration’s proposed medical care program. The Federal share 
of the administration’s program would be somewhat under $700 million, jp. 
cluding about $600 million for the new medical care program and about $6 
million for augmented medical vendor payments under the old-age assistance 
program. Individuals enrolling under the program would also pay a total of 
about $182 million a year in fees. (As in the case of the title VI program, the 
cost for fiscal year 1962 would probably be considerably less than. full opera- 
tional cost—with a Federal share in the neighborhood of $200 million.) 

The medical care program under title VI would authorize assistance for 
medical care for a large number of people who now lack such protection ang 
it would follow the principle of giving States and their localities the primary 
role. However, the new program would not follow the desirable principle of 
the administration’s proposal that primary attention should be given to pro 
viding aid to our elderly citizens in meeting the heavy expenses of catastrophic 
illness. Hence, we strongly urge that any program outside the present public 
assistance category which is to cover first-dollar costs should be strictly limited, 
If your committee adopts the approach incorporated in title VI of H.R, 12589, 
we would recommend, in order to avoid the uncertainties as to scope of program 
as cited above, that at a minimum a clear statement of legislative intent be 
provided in the committee's report that strict eligibility standards are intended 
under the program. Unless the intent of the House bill is made clear, there 
would be a risk that a large proportion of the billions of dollars which are now 
being spent annually for medical care for persons over 65 might ultimately be 
shifted to Federal-State agencies. Moreover, if great variation in eligibility 
standards and in benefits is permitted among States, greater unevennesses in the 
program will arise from State to State. This can be seen from the cost esti- 
mates in the House committee report on title VI (p. 11) which show that nearly 
60 percent of the estimated expenditures under the House bill would be in 
four States. In contrast, the requirement in the administration proposal speci- 
fying certain benefits would promote uniform benefits among the States entering 
the program. 

In short, the Bureau's position is to support the administration proposal but 
to indicate that, if the administration proposal is not approved, it would aecept 
title VI of the House bill. However, if the Congress should determine to enact 
both the House bill and the administration proposal, it should be clearly under- 
stood that there would have to be an application of the needs test in the House 
bill so as to insure that first-dollar costs of those eligible would be paid only 
for persons who qualify as indigent under the present public assistance medical 
vendors program. There might also be other adjustments needed in order to 
avoid unnecessary overlapping. If the Congress should enact both programs 
without the indicated adjustments, the added Federal cost at full operation 
would probably be increased more than $100 million above the administration 
program. 

At this time I would like to indicate that there are several technical aspects 
of the administration proposal to which we are giving further study. The first 
relates to the eligibility requirements as they pertain to nontaxpayers and to 
taxpayers with incomes of $2,500 for single persons or $3,800 for individuals 
with dependents. We want to be sure to avoid any possible inequities which 
may arise under the income eligibility standards which are outlined for this 
plan. 

A related point has to do with the enrollment fees which are charged for 
individuals who qualify in 1 year for participation in the program but whose 
incomes rise above the specified income limitation in subsequent years. 

We have also been considering whether, under the administration proposal. 
Federal facilities which provide medical care to individuals who would other: 
wise qualify under the proposed new program should be reimbursed from the 
program on the same basis as State or municipal hospitals are to be reimbursed. 

If, upon further study of these points, we deem a change to be desirable, we 
will advise you accordingly. 
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The Bureau of the Budget has not had time to review a number of the num- 
erous proposed amendments to H.R. 12580 or various substitute bills for title 
VI which have been introduced in the Senate and on which your committee 
has requested reports. Insofar as these proposals would expand the OASDI 
system and increase payroll taxes to provide medical care for the aged, they 
would not be in accord with the program of the President. We will proceed 
with our study of these proposals in the next several weeks and will endeavor 
to make such additional comments as we believe will be helpful to your 
committee. 

Sincerely yours, 
Maurice H. Stans, Director. 


The CuarrmMan. The Chair has been requested to insert in the record 
a statement from Senator John F. Kennedy expressing his views on 


the pending bill. 
(The statement referred to follows :) 


STATEMENT BY SENATOR JOHN F. KENNEDY (DEMOCRAT OF MASSACHUSETTS) UPON 
H.R. 12580 Berore THE SENATE FINANCE COMMITTEE 


Mr. Chairman, I appreciate the opportunity to appear before your committee. 
I know of no domestic issue of greater concern to the American people than the 
one you are now considering. It is my hope that despite the lateness of the 
session the Senate will substantially improve the social security bill adopted by 
the House, and that that body will agree to the Senate changes. 

The House bill contains some useful provisions which should be included in 
any bill passed by the Congress. It fails completely, however, to meet the 
problem of health insurance for our older citizens, 

Mr. Chairman, the need to take affirmative steps in this field is urgent. On 
January 26, I introduced 8. 2915, a bill based on the Forand bill, which had 
earlier been introduced in the House. Later, after hearings on this subject were 
completed by the Subcommittee on Aging, on which I have served as vice chair- 
man, I joined with Senator McNamara and more than 20 other Members of the 
Senate in cosponsoring another bill with a similar objective. 

All of these bills—the Forand bill, the Kennedy bill, the McNamara bill— 
have in common health protection for our retired citizens as part of the social 
security system. I am convinced that only by use of the social security system 
can we have true health insurance. Only in this way can we achieve protection 
with dignity. Only in this way can we avoid the humiliating means test for 
benefits. 

Approximately 12 million out of the 16 million Americans 65 or over are now 
part of the social security system. In years to come, the proportion in the social 
security system will be even higher. Some day, almost every single person over 
65 will be in the system. By means of the Forand-Kennedy-McNamara pro- 
posals every working person will be able to finance a program which takes care 
of the millions of people already retired and which assures his or her own 
future retirement. 

But I should like to caution against acceptance of the administration proposal 
in the field. I have four major objections to that plan. 

First. It will cost the Federal Government $600 million out of general revenue, 
and it contains no provision for raising this money. It rejects the social security 
approach, which would automatically raise the money needed to finance the 
benefits. Social security is built-in fiscal responsibility. 

Second. The administration proposal requires 50 State legislatures to act 
and to appropriate from already depleted treasuries. It would require, in the 
aggregate that the States provide an additional $600 million. It is difficult to 
imagine enthusiastic support from the States under these circumstances. 

Third. The administration plan is confined to those with limited incomes. 
This is only a step removed from the undignified, humiliating means test. And 
it would require that even these low-income persons pay more than they can 
afford toward their health care—with enrollment fees, large deductibles, and 
coinsurance. 

Last but most important. The administration plan departs from the tried, 
tested, and universally accepted social security system. Our older people do not 
want charity. They do not want to be dependent upon charity. They do not 
deserve to be treated like charity cases. They should be eligible for health 
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benefits the way they are eligible for retirement benefits—as a right they have 
earned. ; 

Twenty-five years ago, when the Social Security Act was under consideration 
by the Congress, it was attacked as socialism, as regimentation, as compulsion, 
Those attacks were repulsed, and a great step forward in social progress and 
social responsibility was taken. Today, some of the same arguments are being 
raised against health care under that act. They are equally invalid today. 

Mr. Chairman, I urge that the House bill be strengthened by providing for 
the extension of the old age and survivors insurance program to include health 
benefits for the aged. 


The Carman. The first witness is Dr. Leonard Larson, president- 
elect of the American Medical Association, accompanied by Mr, (, 
Joseph Stetler, general counsel. 

Dr. Larson, you come forward and take a seat. 


STATEMENT OF DR. LEONARD LARSON, PRESIDENT-ELECT, AMER. 


ICAN MEDICAL ASSOCIATION; ACCOMPANIED BY C. JOSEPH 
STETLER, GENERAL COUNSEL 


Dr. Larson. Mr. Chairman, I am Dr. Leonard Larson of Bismarck, 
N. Dak. I am appearing here today as the president-elect of the 
American Medical Association, With me is C. Joseph Stetler who is 
director of the legal and Socio-Economic Division of the Association, 

With your permission, we should like to file for the record a full 
statement of our views on title VI of H.R. 12580, 86th Congress. 

The Cuarrman. Without objection the insertion will be made in 
the record. 

(The document referred to follows :) 


STATEMENT BY LEONARD W. LaRrsON, M.D., OF THE AMERICAN MEDICAL ASSOCIA- 
TION 


The problems of the aged and aging have been discussed and debated vigorously 
during this session of Congress, and considerable controversy has developed as 
to which of several legislative approaches should be taken to solve them. 

We are convinced that the approach taken in title VI, as passed by the House 
of Representatives, is the proper one. But the problems which Congress is set- 
ting out to solve are both complex and difficult. It is therefore important, we 
think, to examine them thoroughly before getting down to the specific of pro- 
posed legislative solutions, 

Despite the fact that old age is relative and based upon physiological changes, 
the Social Security Act has arbitrarily defined it on the basis of birthdays—65 
for a man, 62 for a woman. 

There are now some 15.5 million Americans over 65 who constitute living evi- 
dence that this Nation has the finest system of scientific medicine in the world, 
and that our standards of living are without historic parallel. 

Each year, our older population will increase, until by 1970 we can expect 20 
million people over age 65. 

The rapid increase in life expectancy has, to some extent, caught us unprepared. 
Our problem as a nation is how best to take advantage of a phenomenon which 
has brought us a tremendous opportunity to augment America’s reservoir of 
skills, talents, and human resources. This is not only our opportunity, but our 
responsibility, 

Unfortunately, we are not discharging that responsibility at present as well as 
we could, as well as we should, or as well as we must. 

For example, our society segregates the aged from employment, and from 
the community as a whole. We retire them from useful work, in too many it- 
stances, simply for reasons of chronological age. And because we still tend to 
place undue accent on youth, we all too often thrust older people aside from the 
mainstream of our day-to-day living. 

We physicians see this at first hand, for in our practice we become uniquely 
familiar with the process of aging—and with its attrition, its compensations, 
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its inevitability, and its attendant problems. No group is more concerned with 
these problems than the medical profession; nor, in all probability, has any 
group devoted more study to the aging process or worked harder to find solutions 
to the many problems which accompany it. 

The health problems of the aged involve far more than hospitals or doctors’ 
care. They involve the older person’s other requirements in life, whether 
these be housing, recreation, community understanding and acceptance, the 
right to be useful, the courtesy of being treated as individuals, or the oppor- 
tunity of living as self-reliant, respected members of society. 

These other requirements of the aged may seem peripheral, but we doctors 
know that they affect bodily health as directly as a virus. For example, sup- 
pose we diagnose an illness in an older person, put him in a hospital, and in 
due course discharge him as cured. 

If that person cannot find an opportunity to use his skills, talents, and 
capabilities upon returning to society ; if he cannot obtain the emotional support 
he needs; if he cannot win a place of acceptance within his family, his circle 
of friends, or his community; it is probable that he will seek, sooner or later, 
a return to the only shelter available. That means the artificial haven of a 
hospital, a nursing home, or a mental institution. 

Most older people are, in fact, in good health. The diseases to which they 
are susceptible are no different from the diseases to which people in any age 
group are susceptible. There are no diseases of the aged, but simply diseases 
among the aged. 

There is a greater degree of so-called chronic illness among older people. 
But the expression is generally misunderstood, 

The term “chronic” refers to a recurrent condition, or one that persists 
over a period of time. It does not necessarily imply disability. 

For instance, a person with impaired hearing, who uses a hearing aid, is 
chronically ill. This does not mean he is either disabled or ineapacitated. 
Similarly, a diabetic is chronically ill, although with the help of insulin he 
can lead a perfectly normal life. 

The chronically ill are simply impaired. Certain medical conditions limit 
certain of their capacities. They are not necessarily disabled. 

Now I make this point in some detail because our older population is often 
represented to be sick and debilitated. This is not true. Let me repeat that 
most older people are in good health. 

Dr. Ethel Shanas, of the University of Chicago, recently surveyed a repre- 
sentative group of older people with enlightening results. She found that 
20 percent or fewer of persons over 65 were sick to the degree that illness 
limited their normal activity. 

The consensus of those she interviewed seemed to be: “The way things are 
now, most people can expect to feel pretty good when they reach 70.” I am 
not suggesting that the aged are as healthy as those in their prime, but I am 
saying that they are a great deal healthier than they are frequently pictured 
to be. 

They would be healthier still if our society would stop shunting them to the 
sidelines simply because they have achieved an arbitrary number of birthdays. 

From long experience, doctors have learned that the best defense against 
sickness is full use by the individual of his physical, mental, and social capabil- 
ities. And so, we try to keep our patients out of institutions, functioning in 
society, leading lives as normal as possible. 

We want them, including our older patients, to remain in the main current 
of everyday living. When illness sidelines them temporarily in an institution, 
our aim is to hasten their return to independence and self-sufficiency. For the 
sake of their health, we do not want them to think that there is any emotional 
bonus in hospitalization, or in long-term residence within the walls of an 
institution. 

The financial problems of the aged have also been greatly exaggerated. 

This committee, in its consideration of title VI, should consider these questions: 

Are the aged as a group too poor to pay for their own medical care? 

How many of them are too poor? 

To what extent is the cost of medical care the dominant problem of our older 
population? 

In answering the first question, we know that some of the aged are indeed too 


poor to pay for their own medical care; but the overwhelming majority is not. 
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The bleak economic picture that has been painted of our older people is highly 
inaccurate. Income drops after retirement, true enough. But needs are algo 
more modest once the heavy expenses of raising a family are behind. 

Any assessment of the financial status of the aged must take two facts into 
account : 

First, income is not a valid single yardstick for measuring the financia) 
resources of the elderly. 

Second, the aged are not a homogeneous group from a financial standpoint, 

Many of our older people have several sources of income. Today, 9%4 million 
aged receive OASDI benefits: over 1 million receive veterans’ pensions; and 
over 1 million receive other Government pensions such as railroad retirement 
and civil service. Four million are employed, or are the wives of employed 
persons; 144 million receive private pensions; about 1 million receive annuities 
individually purchased. About half of the aged have some income from assets 
in the form of interest, dividends, or rent. And three-quarters of the aged own 
liquid assets in one form or another—the highest of any age group. 

A survey in 1957 by the National Opinion Research Center showed that only 
9.6 percent of those interviewed would be unable to pay a medical bill of $500, 

And according to reports of the Social Security Administration, almost 
3 out of 4 beneficiary couples own their own homes—87 percent of them free 
of mortgage. The Bureau found that the median net worth of OASDI receipients, 
with a wife also entitled to benefits, has increased from $5,610 in 1951 to $9,616 
in 1957—an increase of 71 percent during this 6-year period. 

It is clear from the foregoing that many of the aged are in reasonably good 
shape economically. 

It is also clear that future additions to the ranks of our aged will be in even 
more favorable circumstances. For example, today only about 60 percent of 
those over 65 are receiving OASDI cash benefits. But within a few years, 
more than 75 percent will be receiving them. 

Private pensions are increasing rapidly. At present, more than 19 million 
Americans are covered by private pension plans, with total assets of nearly $40 
billion. This figure is expected to reach $77 billion by 1965. 

We can predict a rapid increase in the number of persons eligible to receive 
veterans’ pensions. We can expect that many more of those reaching 65 in 
future years will have purchased annuities in preparation for retirement. 

A few other figures should clinch the point that the aged are not as financially 
distressed as they are mistakenly reported to be: 

The median income of aged men increased 50 percent from 1951 to 1958, 
whereas that of all men rose only 25 percent. 

The tax picture for persons over 65 is substantially better than it is for those 
under that age. 

Those over 65 have the lowest indebtedness of any age group, and their financial 
obligations—for example, to children for educational purposes—are significantly 
less. 

In many instances, children and relatives of older people become assets rather 
than financial obligations as the earning capacity changes, and the head of the 
household status shifts from the father or mother to the children. 

How does this square, then, with the statistic—which is repeated again and 
again—that three-fifths of all people 65 and over have less than $1,000 a year 
of income? 

The statistic is accurate, but completely misleading. 

It would be equally accurate, and just as misleading, to say that in 1957— 
the most recent year to which that misleading figure applies—63.7 percent of 
all Americans had incomes of $1,000 or less per year. And nearly 50 percent of 
the total of our population over the age of 14 also had annual incomes of under 
$1,000. 

Supposing we took as a statistical sample 100 executives who earned $30,000 
a year, and their wives. If the wives had no private income of their own, we 
could say of this sample that half of them had incomes of $1,000 a year or less. 
In this particular case their income would, of course, be zero. 

This is the same statistical technique used to compile the figure cited so 
often as demonstrative of the financial need of the elderly. 

It is obvious, Mr. Chairman, that such a money income figure is of little or 
no help in considering the financial problems of the aged. If we are to reckon 
their resources sensibly, we must know how many of the elderly have income 
from employment, social security, pensions, annuities, savings, investments, 


th 
pr 
ca 


in 
al 


pl 


h 








shly 


into 


= 


i. > i a 
Sse2282S8 


& SFZR55 


al 
y 


e 


SOCIAL SECURITY AMENDMENTS OF 1960 205 


rance, or Other assets. We can measure financial resources intelligently 
only if we consider them in terms of family income and assets—not individual 
income alone. 

And if we want to determine the number of people unable to purchase adequate 
pealth care, it is important that we first know how many already receive that 
care through insurance coverage, from a religious group, a fraternal group, 
through membership in a union, as ex-seamen, as members of the Armed Forces, 
gs a matter of professional courtesy, as members of specific religious orders, 
as veterans entitled to compensation and care, as recipients of help from their 
families. D 

And it is necessary to consider that 15 percent of the aged are on public welfare, 
and therefore eligible to receive medical care under federally aided public 
assistance programs. 

The point here is that we should not think that we are dealing with 15% 
million hardship cases, for we are not. 

The fact remains, however, that many people over 65 do have serious financial 
problems. Two and a half million are on old-age assistance. In addition, we 
have an undetermined number of people who, while able to finance other costs 
of living, find it almost impossible to withstand the additional burden of the 
cost of a serious illness. 

Even here, things are not as discouraging as they might be, for the percentage 
of persons over 65 who are needy has been constantly declining. In 1950, 
22 percent of all the aged received old-age assistance. Last year, it had been 
reduced to 15 percent, and Government figures indicate that the figures should 
drop further—to 11 percent—by 1970. Thus, the improving economic status 
of the aged is reflected in a continuing reduction in the number of those who 
are on old-age assistance. 

To sum up, then, any legislation considered by Congress should logically be 
drafted with two facts in mind: 

1. That the aged are by and large in good health—with the majority neither 
sick nor debilitated ; and 

2. The financial circumstances of the aged are a great deal better than they 
are often represented to be. 

I stress these points because they have been overlooked so frequently by those 
considering the problems of providing health care for the aged. 

Msgr. John O’Grady, who is secretary of the National Conference of Catholic 
Charities, has spoken wisely on this subject. At one of the regional conferences 
sponsored by the American Medical Association, Monsignor O’Grady warned that 
too many workers in the field of aging are, in effect, not seeing the forest for 
the trees. By concentrating on the small minority of our aged who represent 
an extreme situation—medically, emotionally, socially, or economically—they 
are winding up with a distorted picture, he said. In effect, these people have 
magnified the problems of a minority segment to such an extent that their 
image of the total group has become blurred. They deduce, as a consequence, that 
most of our older Americans are in poor health, are living on borderline incomes, 
are substantially less able to contribute to their family or community, are no 
longer capable producers, and are poised on the brink of bankruptcy or total 
despair. 

There is no doubt that Monsignor O'Grady is absolutely correct. 

Unfortunately, a great many Americans seem to have accepted this alarming 
but distorted evaluation at face value. Unaware of the facts, or unmindful of 
them, these people have yielded to panic and proposed the creation of massive 
Federal machinery to bring about national compulsory health insurance for 
the aged. 

Their thinking is, as I have pointed out, based upon the false premises that 
the aged are, as a group, sick, debilitated, and bankrupt. There is another false 
premise implicit in their thinking. This is the mistaken belief that the health 
care needs of older people can be separated neatly from their other needs, 

They cannot be. Let me repeat that the aged have many and varying needs— 
in housing, in recreation, in preparation for retirement, in winning aceeptance 
and understanding within their communities, in developing new interests, in 
finding the opportunity to use many of their talents and capabilities which are 
presently allowed to lie fallow. 

As an example of how interrelated the needs of the aged can be, a former 
housing commissioner of the State of New York has estimated that hospital 
confinement of the elderly could be cut 20 percent if adequate housing were 
made available for them. 
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Nonetheless, the country’s doctors continue to work to give our older People 
access to the particular health facilities they may need. If this means hospita] 
care, we want hospital beds to be available. If this means nursing home care, 
we want nursing homes to be available. If this requires ancillary services such 
as homemaker or home care services, we want them to be available. : 

Dr. Frederick C. Swartz, chairman of the American Medical Association's 
Committee on Aging, in his testimony last July before the House Ways and 
Means Committee, stated: 

“Care for any segment of our population—the aged included—calls for a 
cooperative attack on the problem by nurses, doctors, hospitals, social workers, 
insurance companies, community leaders, and others. It requires flexibility of 
medical technique. * * * 

“In the case of the aged, their health problem primarily involves acute illness 
and the so-called degenerative diseases. In a very large percentage of cases, 
the main need is not for an expensive hospital stay or a surgical operation, but 
for medical acre at home or in the doctor's office. In other cases, the important 
requirement is nursing care in the patient's home, or the home of relatives 
And in still others, custodial care in a nursing home or public facility may he 
the only answer. The point is that the medical needs of this particular segment 
of the aged are subject to counless variations. * * *” 

All legislation which the Congress may consider should take account, in our 
opinion, of this need for flexibility in meeting the health problems of the aged, 

Such legislation should also consider the tremendous and continuing contri- 
bution of private citizens, working together on a voluntary basis, to meet the 
problem. Through cooperation at the community level, retirement villages are 
now being built in substantial numbers, as are new nursing homes and chronic 
disease centers. Home care programs are being expanded, recreation facilities 
are being set up, research programs are getting underway. And new approaches, 
such as progressive patient care, are being used more and more. 

In this voluntary effort the Nation's doctors are playing a substantial part, 
Our AMA Committee on Aging, and similar committees established by all of the 
State medical societies, have been extremely active in providing leadership and 
initiative. These committees are working at all levels to meet the health and 
medical care requirements of older persons. Aging and other committees of 
medical societies have conducted, and are in the process of conducting, such 
programs as— 

1. Campaigns to correct deficiencies in State and local assistance programs 
for the needy. 

2. Leadership in construction of additional facilities for care of the aged, 
such as nursing homes. The American Medical Association has cooperated with 
the American Nursing Home Association in conducting a study of nursing homes, 
The two associations jointly developed and approved guides for medical stand 
ards in such facilities. These efforts toward higher standards have been simul 
taneous with continuing liaison with the American Hospital Association and the 
U.S. Public Health Service. 

3. Promotion of health maintenance programs, including specific campaigns 
to encourage periodic physical checkups. 

4. Stimulation of programs designed to permit the minority of older persons 
who are ill to remain in the beneficial environment of their homes. These pro- 
grams include home care, homemaker services, in-the-home rehabilitation, and 
others which substantially reduce the cost of medical care. 

We are well aware that there has been a significant increase in the cost of 
health care in the last 50 years. In fact, the American Medical Association 
announced in February an initial grant of $100,000 to study all aspects of health 
care costs, with resulting recommendations that we hope will produce increased 
efficiency and financial savings. Comparing the medical care of today with that 
available 50 years ago, however, is like comparing the horse and buggy with 
the modern automobile. 

Physicians individually are also doing what they can to soften medical ex- 
penses for those over 65 in modest circumstances. Public welfare, religious, and 
fraternal programs, plus donated services by doctors, provide care for the 
indigent. And we have proved, again and again, that no person in the United 
States need go without medical care because he is unable to pay for it. 

For the elderly with low family incomes, the AMA, in December 1958, called 
on State medical societies and physicians to expedite the development of low- 
«ost voluntary health insurance and prepayment programs. Physicians were 
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gsked to accept reduced compensation for their services, which would make 
such development possible. 

State medical societies and Blue Shield plans immediately responded to the 
AMA’s request. At present, 40 plans in 57 States are offering nongroup cover- 
age to persons over 65; and 24 additional plans in 8 States are completing ar- 
rangements for such programs. 

| should like to elaborate a little on the subject of private health insurance, 
for those Who favor national compulsory health insurance for the aged state that 
those over 65 cannot get private health insurance; or that if they can, this 
insurance is inadequate. 

The record disproves this completely. The growth of private health insurance 
since World War II has been nothing short of phenomenal. 

As of December 31, 1943, fewer than 25 million civilians were covered by some 
form of private health insurance. By 1948, this figure had increased to 61 
million. As of the end of 1958, the number of those covered had more than 
doubled, for 123 million persons—or 71 percent of the civilian population—had 
health insurance coverage. By the end of last year, some 127 million, or 72 
percent of the civilian population, were covered by some form of private health 
insurance. 

Over 100 million people have two or more types of health insurance, and 
by the end of 1959, some 21 million had major medical expense insurance, a form 
of coverage Only in the experimental stage 10 years ago. 

It is significant that the amount of health insurance owned by the aged is 
growing at a rate faster than that of the population as a whole. 

In 1952, only 25 percent of our older people had health insurance coverage 
of any kind. Today. 49 percent own some kind of insurance coverage. The 
growth of voluntary health insurance coverage for the group over age 65 is 
greater, surprisingly enough, than the growth during the same period of volun- 
tary health insurance coverage for all those under 65—100 percent, as contrasted 
with only 16 percent. 

This rapid increase in coverage of those over 65 can be expected to continue. 
The Health Insurance Association of America estimates that 65 percent of the 
aged needing and wanting protection will be insured by the end of this year; 
and this percentage will increase to 80 percent by the end of 1965; and to 90 
percent by 1970. 

To sum up, private health insurance in the United States is well on the way 
toward accomplishing what the so-called experts in the field of social security 
have stated on innumerable occasions in the past to be impossible—namely, 
near-universal coverage of the whole population. 

Back in 1948, Oscar Ewing, then Federal Security Administrator, reported 
to President Truman, and I quote, that “at a maximum, only about half of 
the families in the United States can afford even a moderately comprehensive 
health insurance plan on a voluntary basis.” 

Back in 1950, Wilbur Cohen, then of the Social Security Administration staff, 
testified before the House Ways and Means Committee in favor of the Wagner- 
Murray-Dingell bills which, at that time, proposed national compulsory health 
insurance for everyone on the rolls of the social security system. Mr. Cohen 
declared such action to be necessary because voluntary health insurance obviously 
could not do the job. Therefore, he said, the Federal Government must take 
over. 

But last year, testifying again before the House Ways and Means Committee, 
Wilbur Cohen admitted on questioning that he had been wrong in 1950 and that 
voluntary enterprise had done the job. He therefore stated that he was not in 
favor of the extension of national compulsory health insurance below the age of 


It is significant that Mr. Cohen, when asked why voluntary enterprise should 
not be given an opportunity to do the job for those over the age of 65 as well, 
replied that he simply did not think it could be done. 

Hindsight is better than foresight. But it is apparent that Oscar Ewing was 
wrong, and Wilbur Cohen was wrong. And it seems clear to me that there are 
many others who have been wrong when they claim that voluntary efforts and 
private health insurance cannot meet the problem for the vast majority of our 
people, the aged included. 

This brings us to the question of whether or not the health insurance available 
to the aged is versatile enough, adequate enough, and available enough to meet 
the need. The answer is clearly, “Yes.” In addition to Blue Cross and Blue 
Shield, more than 125 private health insurance firms—some of which are licensed 
to do business in all States—offer coverage to the aged. 
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Benefits are provided in a number of different ways. Without exception, older 
active workers are continued in group insurance plans. Most new group plang 
provide for the continuation of benefits to retiring workers. Still other group 
plans allow the retiring worker to convert his insurance to an individual policy 
And a number of insurers are now setting up group plans for such associations 
of older people as Golden Age Clubs. 

The majority of insurers continue into the later years individual contracts 
issued at younger ages. Those policies especially designed for older people do 
not require evidence of good health as a condition of eligibility, and after a 
short probationary period pay benefits for loss due to preexisting conditions 
Finally, paid-up-at-age-65 policies are now available. p 

As you can see, Mr. Chairman, those who want to buy health insurance haye 
a wide choice of plans, regardless of their age. This diversity of coverage 
is the result of free competition among many insurance companies, all vying with 
one another in the effort to improve benefits through more efficient methods, 

Private health insurance and prepayment plans provide the answer to the 
financing of health care for the vast majority of older Americans. They haye 
proved their ability to do the job for those under 65; and, given a chance to 
continue without interference, we may confidently expect them to complete the 
job of providing coverage for the Nation’s elderly. 

There is another point which should be stressed. Voluntary health insurance 
today cushions nearly three out of four persons against the financial impact 
of illness. It is logical to presume that those who have had this protection during 
their working years value it sufficiently to continue their policies after retire. 
ment. This was not the case, however, with most of the present aged, who did 
not have health insurance protection during their working years. 

In other words, in the years ahead, more and more people reaching age 65 
will retire with health insurance coverage adequate for their needs. 

And not only will this coverage be adequate for their needs, but it will repre 
sent the free choice of the individual buyer who has been given the opportunity 
to select the coverage best suited to his particular situation. 

This is one of the great arguments against national compulsory health insur- 
ance for any segment of the population. Under our present system, the indi- 
vidual can buy coverage tailored to his own requirements. Under several of the 
alternative plans considered by Congress, this choice of coverage would be elimin- 
ated, and in its place would be substituted a rigid, single pattern of benefits 
which would be imposed on everyone by the Government, regardless of his need, 
regardless of his wishes in the matter. 

Thus far, Mr. Chairman, I have discussed the devices available to the vast 
majority of the aged for the provision and financing of health care. 

Now let us consider the needs of the minority, who are either on old age 
assistance or unable to cope with the cost of serious illness on a budget other- 
wise adequate for self-support. 

Sometime ago, the AMA suggested this eight-point program: 

1. The needy aged.—Here the needs is for better organized medical care pro- 
grams including improved preventive medical care; 

2. The near-needy.—If the 2% million older persons on old age relief are ex- 
cluded from the calculation, then over 60 percent are currently covered by pri- 
vate health insurance. The AMA supports a program of Federal grants-in-aid 
to the States for the liberalization of existing OAA programs so that the near- 
needy can be given health care without having to meet the present rigid require 
ments for indigency. <A liberalized definition as determined locally would per 
mit an expanded program and encompass the near-needy group ; 

3. Facilities.—Better nursing home facilities for the long-term care of the 
aged person, especially over the age of 75, are the most urgent health care need 
before the Nation today. The average age of nursing home patients is 80, and 
their average duration of stay is 2 years. It is here that major improvement 
can be brought about. The AMA supports Federal programs for the provision of 
grants through the Hill-Burton mechanism to provide for new nursing home at- 
ditions to existing hospitals. For proprietary nursing homes, the AMA sup 
ported the recently enacted amendment to the Federal Housing Act providing 
for Government guaranteed mortgage loans to proprietary nursing homes. 

4. Voluntary health insurance.—Health insurance and prepayment policies 
tailored to meet the needs of the aged for long-term nursing home care must be 
developed as rapidly as possible. Health insurers and the Blue Cross-Blue 
Shield plans across the Nation are already experimenting in this new area of 

coverage ; 
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5. Home care.—Care of the aged patient at home is psychologically, medically, 
and financially superior to institutionalization of any kind. Many programs to 
e home care are being developed. Homemakers’ services also provide op- 
portunities for children caring for aged mothers or fathers to continue gainful 
tion. They need to be expanded. 

¢. Attitude toward aged.—A basic change in attitude toward the aged person 
must be brought about. The person who reaches 65 should not suddenly be con- 
sidered non productive and senescent. On the contrary, most persons over 65 
are reasonably well and able to work. Increased productivity by eliminating 
compulsory retirement and permitting voluntary change of work is an essential 

rt of the answer to the present problem. 

7. Health education.—Many older persons are unaware of the need for con- 
tinuing healthful nutrition and other practices that contribute to good health. 
Above all, the ‘‘will to live” is essential to continuing health. Preventive medi- 
cine Measures instituted long before the age of 65 also can contribute materially 
tothe promotion of good health after the age of 65. 

& The purchasing power of the dollar.—One of the principal economic prob- 
lems of the aged person in the last 20 years has been the constant and continuing 
erosion of the purehasing power of his pension benefits. A top priority Govern- 
ment program to help the aged must be to take measures which are anti-infla- 
tionary and maintain the purchasing power of fixed pension and annuity benefits. 

You will notice, Mr. Chairman, that title VI of H.R. 12580 is in accord with 
the principles of that program. 

This piece of legislation has a great deal to recommend it: 

1. It is designed to help those who really need help. It does not make the 
mistake of treating our 15\% million older people as a homogeneous group re- 
quiring an across-the-board appreach. By providing aid only to those who need 
aid, it preserves the right of the nonneedy to take care of themselves. 

2. Title VI, by limiting its effect to the near-needy minority, allows the major- 
ity to continue its use of the voluntary method. The measure is in no sense 
compulsory. 

3. Title VI makes the States primarily responsible for administration of the 
program—not the Federal Government. We are convinced that the health care 
costs of the needy and near-needy can best be determined locally, and best be 
met locally. 

It is germane to this discussion, I think, to comment on one category of legis- 
lation which has been proposed and discussed widely in this Congress. The 
eategory of which I speak includes all measures which would employ the social 
security mechanism to provide health care for the aged and pay the cost by in- 
creasing the social security tax. 

Let me list briefly just some of the objections to this sort of legislative 
proposal. 

1. The social security approach would cover millions of people who are 
financing their own health-care costs adequately at the present time. Whether 
they need it or not, whether they want it or not, the Federal Government would 
cover them, and compel 70 million workers and their employers to pay the bill. 

2. Under such a system, the Federal Government would undertake to provide 
a service purchased from outside sources. Instead of cash benefits, it proposes 
service benefits irrespective of need. This is a dangerous precedent, Mr. Chair- 
man, which hardly squares with the original purpose of the Social Seeurity Act. 

3. An approach of this sort would allow the Federal Government to control 
disbursement of funds; to decide the benefits to be provided; to set rates of 
compensation for hospitals, nursing homes, dentists, and physicians; to audit 
and control Government expenditures to hospitals, nursing homes, and patients: 
and to establish and enforce standards of hospital and medical care. Indeed, 
if the Federal Government adopted such a measure, it would be compelled to 
exercise these controls in order to safeguard the taxpayers’ money, 

Could the Federal Government assume these responsibilities—fiscal and other- 
wise—without influencing the quality of medical care which it dispensed? The 
answer is clear: It could not. 

All of these measures disclaim their intention of meddling with the free prac- 
tice of medicine. But if a single Government ageney were empowered to buy 
perhaps 10 to 20 percent of all care in the Nation’s general hospitals, it takes 
nO crystal ball to predict that this agency would wield great power to influence 
the operation and management of hospitals. 

It would be well nigh impossible under such a program to avoid a situation 
in which Government employees would be telling doctors what drugs and treat- 
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ment they could provide; telling hospital administrators how to run their hog. 
pitals ; telling the nursing homes what they could and could not do. 

4. Passage of such a measure would mean overcrowding in our hospitals, 
which are already hard pressed to meet the demands for care of our rapidly 
growing population. The overuse of hospitals is predictable, which is borne oye 
in other nations that have experimented with national compulsory health ingpr. 
ance. It is human nature for people to seek to collect a benefit for which they 
have already paid, or for which somebody else is paying. 

5. As physicians, we believe that patients should be hospitalized or instity. 
tionalized only when necessary, and that the length of their stay, as well ag the 
treatment they are given, should be governed by their medical condition. The 
arbitrary limitations imposed by law or the regulations of an administrative 
agency are not acceptable substitutes for this medical determination. 

6. The costs of such a proposal are almost impossible to predict. But it ig 
safe to say that they would be staggering. Social security taxes are already 
scheduled to increase sharply in the years ahead. To increase them further 
might well jeopardize the entire social security structure through public 
rebellion. 

Mr. Chairman, it is well to remember that such bills as these are irreversible 
in nature. Once started, they are hard to stop. The tendency is to expand 
them—never to contract them. As time went on, the Congress of the United 
States would face continual pressures for more expanded coverage and more 
elaborate benefits. 

7. The passage of such a measure would, therefore, open the way for national 
compulsory health insurance to cover every man, woman, and child in the 
country. 

8. To substitute a compulsory system of health insurance for a voluntary 
system that has proved its ability to do the job would result in the decline, if 
not the demise, of private health insurance. Those compelled by law to carry 
the cost of national compulsory health insurance would neither be able nor 
anxious to carry private health policies as well. 

This type of legislation would have further bad effects. 

It would restrict beneficiaries in their choice of hospital and physician, for 
would be to shift this responsibility from the shoulders of private and 
local governmental sources to the already overburdened shoulders of the 
Federal Government. 

It would discourage, at the community level, the freedom to experiment 
with new techniques, such as home care programs, day hospital service, 
homemaker services, progressive patient care, and new concepts for treat- 
ment through outpatient departments and doctors’ offices. And it is at the 
community level that such innovations are developed and made to work. 

It would discourage families from taking care of their own. 

It would restrict beneficiaries in their choice of hospital and physican, for 
only those physicians, and those hospitals and nursing homes entering into 
agreements with the Federal Government, would participate. 

The professional relationship between the physician and his patient— 
the basis of all effective health care—would be severely handicapped. Gov- 
ernment regulation would be imposed on the physician, and on the patient 
as well, bringing a third and intruding party between them. Required 
conformance to administrative regulations could also hamper the physician 
from prescribing treatment which, in his professional opinion, was indicated. 

It would discourage the individual approach to patient care; and when 
this has been disregarded in the past, the result has been mass tragedy 
rather than mass cure. 

These, then are some of the reasons why the social security approach should 
not, in our opinion, be invoked. 

To review briefly the problems that confront the aged; their economic status, 
and the AMA’s positive programs for resolving these problems: 

(1) Today, approximately 60 percent, or about 9% million of the 15% million 
persons over 65 are receiving OASDI cash benefits. Within a few years, over 
75 percent will receive these benefits : 

(2) One and one-half million people now receive cash benefits from private 
pension plans. In the future, a much higher percentage of individuals over 6 
will be enjoying such pension benefits, because at the present time, over 19 
million workers are covered by such plans ; 
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(3) A million persons over 65 today receive veterans’ pensions, and this num- 
per will increase rapidly in future years because of the aging of the veterans’ 

pulation; . ; e , 

(4) One million others Teceive railroad or civil service pensions ; 

(5) Four million individuals are employed, or are wives of employed persons; 
and their income is relatively the same as the average of other workers ; 

(6) One million retired persons receive annuities that were privately pur- 
chased, and the probability in the future is that many more will have purchased 
such annuities ; Sa . ; . 

(7) The median net worth of OASDI recipients, with a wife also entitled to 
benefits, has increased from $5,610 in 1951 to $9,616 in 1957, an increase of 71 
percent during this 6-year period ; 

(8) The median income of aged men increased 50 percent from 1951 to 1958, 
whereas that of all men rose only 25 percent ; 

(9) Over 70 percent of aged OASDI beneficiary couples own their own homes, 
87 percent mortgage free ; 

(10) The liquid assets of persons over 65 are the highest in any age group 
and have increased the most rapidly ; 

(11) In 1958, three out of four persons over 65 had liquid assets in some form ; 
40 percent had liquid assets over $2,000 in 1958 as contrasted with only 30 per- 
cent in 1949 ; 

(12) The income-tax picture for persons over 65 is significantly better than 
it isfor those under that age. For example, a married OASDI beneficiary with 
$4,000 income, including $2,000 from social security cash benefits, pays no taxes. 
A person under 65, married, with two children, also earning $4,000, pays approxi- 
mately $245 Federal income tax and $120 social security tax, or a total of $365 
annual tax on his income. 

(18) Those over 65 have the lowest indebtedness of any age group and their 
financial obligations—for example, to children for educational purposes—are 
significantly less. 

(14) In many instances children and relatives of older people become assets 
rather than financial obligations as the earning capacity changes and the head 
of the household status shifts from the father or mother to the children. 

There are, of course, many persons over 65 who have serious problems. Two 
and one-half million are now on old-age assistance and an undertermined addi- 
tional number, although able to finance other costs of living, find it almost 
impossible to withstand the additional burden of the cost of illness. Even here, 
however, the picture is not discouraging. In 1950, 22 percent of all persons 
over 65 received old-age assistance. In 1959 it has been reduced to 15 percent, 
and Government figures indicate that this percentage should drop to 11 percent 
by 1970. Thus, the improving economic status of the aged is reflected in a 
continuing reduction of those who are on old-age assistance. 

Voluntary health insurance has also shown a remarkably favorable trend for 
this group. In fact, without any Government intervention, those over 65 have 
voluntarily increased their coverage by almost 100 percent. In 1952 only 25 
percent of all the aged were covered. Now 49 percent own some kind of insur- 
ance coverage. The growth of voluntary health insurance coverage of the group 
over 65, surprisingly enough, is far greater than the growth during the same 
period of voluntary health insurance coverage for all those under 65—100 percent 
as contrasted with only 16 percent. 

The American Medical Association recognizes that it is not good enough simply 
to be against a measure. We have opposed, as you are no doubt aware, those 
legislative proposals which seek to employ the social security mechanism as a 
device for financing national compulsory health insurance for the aged. We 
have given this committee some of the reasons for our opposition. But we have 
also fulfilled our clear obligation to suggest positive courses leading to the solu- 
tion of the complex problems facing our older population. 

We have gone further. We have put into effect programs which have gone far 
to meet the needs of our senior citizens. The medical profession’s efforts to 
achieve the best possible social, spiritual, and medical health of the aged are 
not new. To the contrary, the AMA program represents years of intensive 
work and study by many councils and committees of the American Medical 
Association. 

Let me review that program briefly : 

_1. Indigents and near-indigents.—The AMA believes that Government agencies, 
National, State, and local, can properly participate in the purchase of, or pay- 
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ment for, health care provided to indigent persons. Our board of trustees has 
stated that the AMA could support “a public assistance program, inelnding 
Federal funds, to cover those citizens who, on the basis of local determing 

are considered indigent for the purpose of receiving health care benefits.” Our 
board of trustees has concluded that a liberalized public assistance program of 
this type, designed to aid not only the needy but the near-needy, administereq by 
the States, with eligibility and benefits determined locally, is a proper and reg. 
sonable Government responsibility, supplementing other activities in this area 

2. Facilities —Better facilities for the treatment of long-term disease, espe. 
cially for aged patients, are needed. The AMA supported the FHA amendment 
providing for Government-guaranteed mortgage loans for the proprietary nurs. 
ing-home industry. The AMA is working closely with the American Hospital 
Association and other groups to improve the quality of institutional care and to 
reduce its cost. At the same time, the AMA has participated with other organ. 
izations in the development of home-care programs and homemaker services. 

3. Voluntary health insurance——The AMA is providing leadership in promot- 
ing the expansion of existing prepayment and health insurance plans and the 
development of new and more effective methods of providing coverage against 
health care costs of catastrophic nature. 

4. Attitude toward the aged.—A revolution in the Nation’s attitude toward 
our older citizens has to occur, if the aged are to take care of themselves rather 
than become wards of the Federal Government. The most urgent present need 
is the elimination of mandatory retirement at 65 and discriminatory employment 
practices against those over 45. 

Let me repeat that the American Medical Association fs entirely in favor of 
helping those who need help. But the association does not believe this necessi- 
tates the creation of massive Federal machinery to help those who neither need 
nor want help, and who are capably handling their own problems at the present 
time. 

The question is, who should provide whatever help is needed ? 

At the annual meeting in June of the American Medical Asseciation, the fol- 
lowing statement was adopted by our house of delegates as the policy of the 
AMA. I should like to quote it to you. 

“Personal medical care is primarily the responsibility of the individual. When 
he is unable to provide this care for himself, the responsibility should properly 
pass to his family, the community, the county, the State, and only when all 
these fail, to the Federal Government, and then only in conjunction with the 
other levels of government, in the above order. The determination of médical 
need should be made by a physician and the determination of eligibility should 
be made at the local level with local administration and control. The principle 
of freedom of choice should be preserved. The use of tax funds under the above 
conditions to pay for such care, whether through the purchase of health insur- 
ance or by direct payment, provided local option is assured, is inherent in this 
concept * * ™” 

It is clear that the policy of the American Medical Association is in no way 
incompatible with the principles upon which title VI fs based. 

Regrettably, the financing of medical care for the aged has produced violent 
controversy both in and ont of Congress. There are two schools of thought on 
how it should be handled. 

On the one hand are the proponents of OASDT health care amendments, who 
propose that a radical change be made in what is essentially a cash benefit 
program. Disregarding the fact that such a course can lead only to State medi- 
cine, the advocates of this approach call for Federal intervention via compulsory 
social security taxation for the financing of medical benefits for all OASDI 
beneficiaries—regardless of need. 

This is paternalism at its worst. 

It would compel the nonneedy to accept Federal medicine rather than buy 
medical care voluntarily, through their own resources. In fact, the proponents 
of this plan oppose the right of individuals to pay voluntarily for their own 
health care, for they insist that the Federal Government assume this responsi- 
bility for everyone eventually—beginning with the aged. 

This is the outright socialization of the financing of medical care, and we are 
strongly opposed to it for reasons which we have detailed at some length in this 
testimony. 

In contrast to the OASDI approach is the Federal grant-in-aid program for 
the medical care of the near-needy, to be administered locally for locally deter- 
mined beneficiaries who are eligible. This is the method adopted by the House 
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of Representatives by an overwhelming majority. It is a method which pre- 
serves voluntaryism; which permits the nonneedy to take care of themselves. 
This follows the traditional Federal-State organizational structure of our Nation. 
It is the economical method, which maintains local autonomy. 
It is, therefore, the antithesis of the centralized, socialized, statist approach 


of the Forand-type proposals. 

While helping those who need help, it preserves the right of self-reliant indi- 
yiduals to finance their own health care, and bases its approach to the problem 
on family and community responsibility. 

This program has been criticized as “modest,” presumably because its effect 
would be confined to the needy and near needy, instead of to millions of older 

le who neither want nor need Federal Government help. 

To those critics who call this program modest, we say that fiscal irresponsi- 
bility, unpredictable cost, and maximum nationalization are not the accepted 


criteria for good legislation. 
We believe that title VI merits the support of everyone familiar with the 


problem. 
We believe that the House Ways and Means Committee is to be commended 


for its wisdom and statesmanship in developing so sound a proposal. 

We urge this committee to accept the carefully considered conclusions of the 
House, based, as they have been, on months of intensive study. 

In conclusion, let me repeat that we physicians believe in helping those who 
need help. We have bent our efforts toward providing this help for as long as 
our profession has existed. We are resolute in our determination to continue 
in this course. 

Dr. Larson. Because the committee’s time is limited, my oral testi- 
mony will deal very briefly with the matters discussed in this docu- 
ment. 

I would hope if action is to be delayed on this bill that the AMA 
and others who are interested in the bill and other matters pertain- 
ing to health will have an opportunity to present further testimony. 

Now there is no subject outside of national defense and the budget 
that has caused as much concern as the subject of the care of the aged. 
We find ourselves in a position in which we are unable to ascertain 
all the facts. 

In other words, we don’t know and we doubt that anyone else 
knows, just. what the problem of the aged is. We hope that after the 
White House Conference on Aging in January of 1961, that there will 
be information which will certainly be of value to everyone concerned 
and especially the Congress. 

Now, from what we read, we understand that there is a possibility, 
at least, that some sort of legislation for the aged is going to be passed 
by this Congress. If so we are prepared to endorse title VI of H.R. 
12580, 

Now we do that for three main reasons: 

First, it is designed to help those who really need help. It does 
not make the mistake, in our opinion, of treating over 15.5 million 
older people as a homogeneous group requiring an across-the-board 
approach, By providing aid only to those who need aid, it preserves 
the right of the nonneedy to take care of themselves. 

Second, title VI, by limiting its effect. to the near-needy minority, 

allows the majority to continue its use of the voluntary method. The 
measure is in no sense compulsory. 
_ Third, title VI makes the State primarily responsible for admin- 
istration of the program—not the Federal Government. We are con- 
vineed that the health care costs of the needy and the near needy can 
best be determined and met. locally. 
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Any legislative proposal which seeks to meet the problem confront. 
ing the aged should be considered with these things in mind : The eco. 
nomic status of the aged is a great deal better than it is customarily 
pictured to be, with the vast majority of our 15.5 million people over 
65 capable of meeting the cost of health care without undue difficulty, 
contrary to popular misconception, the majority of our aged are in 
good health—neither sick nor debilitated. 
~ The needs of those who are sick or disabled are being met at the 
present time primarily through private resources, health insuraneg, 
and prepayment plans; under voluntary efforts of their families 
and private citizens working together at the community level. 

We should, therefore, concern ourselves not with the majority 
which is neither disabled nor destitute, but with the minority. 

There are, of course, many persons over 65 who have serious prob- 
lems. Two and one-half million are now in old age assistance, and 
an undetermined additional number, although able to finance other 
costs of living, find it almost impossible to withstand the additional 
burden of the cost of illness. 

Even here, however, the picture is not discouraging. In 1950, % 
percent of all persons over 65 received old age assistance. In 1959, 
it has been pained to 15 percent, and Government figures indicate 
that this percentage should drop to 11 percent by 1970. Thus, the 
improving economic status of the aged is reflected in a continuing 
reduction in the number of persons who receive old age assistance, 
It is the needy and near needy which title VI would help effectively, 

The American Medical Association emphatically favors helping 
those who need help. But the association does not believe this necessi- 
tates the creation of massive Federal machinery to help those who 
neither need nor want help, and who are capable of handling their 
own problems at the present time. 

This brings us to the question of who should provide whatever 
help is needed. 

At the annual meeting in June of the American Medical Associa- 
tion, this past time, the following statement was adopted by our house 
of delegates as the policy of the AMA. I should like to read it to 
you: 

Personal medical care is primarily the responsibility of the individual. When 
he is unable to provide this care for himself, the responsibility should properly 
pass to his family, the community, the county, the State, and only when all 
these fail, to the Federal Government, and then only in conjunction with the 
other levels of government, in the above order. The determination of medical 
need should be made by a physician and the determination of eligibility should 
be made at the local level with local administration and control. The principle 
of freedom of choice should be preserved. The use of tax funds under the 
above conditions to pay for such care, whether through the purchase of health 
insurance or by direct payment, provided local option is assured, is inherent in 
this concept. * * * 

It is clear that the policy of the American Medical Association is 
in no way incompatible with the principles on which title VI is based. 

Regrettably, the financing of medical care for the aged has produced 
violent controversy both in and out of Congress. There are two schools 
of thought as to how it should be handled. 

On the one hand are the proponents of OASDI health care amend- 
ments, who propose that a radical change be made in what is essentially 
a cash benefit program. Disregarding the fact that such a course can 
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ead only to State medicine, the advocates of this approach call for 
Federal intervention via compulsory social security taxation for the 
fnancing of medical benefits for all OASDI beneficiaries—regardless 
of need. _ 

Such a program would compel the nonneedy to accept Federal med- 
icine rather than buy medical care voluntarily, through their own re- 
sourees. In fact, the proponents of this er oppose the right of 
individuals to pay voluntarily for their own health care, for they insist 
that the Federal Government assume this responsibility for everyone 
eventually—beginning with theaged. ’ 

Wethink this is the outright socialization of the financing of medical 
care, and we are strongly opposed to it for reasons which we have de- 
tailed at some length in the written statement attached. 

To mention just a few of these reasons briefly, such a program would 
be unpredictably costly; it would unnecessarily cover millions of 

yle; it would substitute service benefits for cash benefits; it would 
fad to a poorer—not better—quality of medical care; it would over- 
crowd our hospitals; it would lead to the decline, if not the demise, of 
private health insurance; and it would interfere dangerously with 
the doctor-patient relaitonship, which is the solid foundation upon 
which effective medical care must be based. 

In contrast to the OASDI approach is the Federal grant-in-aid 
rogram for the medical care of the near needy, to be administered 
(cally for beneficiaries whose eligibility is also determined at the 
local level. 

This is the method adopted by the House of Representatives by an 
overwhelming majority. It isa method which preserves voluntarism ; 
which permits the nonneedy to take care of themselves. 

This follows the traditional Federal-State organizational struc- 
ture of our Nation. 

It is the economical method we believe which maintains local 
autonomy. 

It is therefore the antithesis of the centralized, socialized, static ap- 
proach of Forand-type proposals. 

While helping those who need help, it preserves the right of self- 
reliant individuals to finance their own health care, and bases its 
bp to the problem on family and community responsibility. 

his program fibs been criticized as nadeet-pireatelialitl because its 
effect would be confined to the needy and the near needy, instead of to 
millions of older people who neither want nor need Federal help. 
_ To those critics whe call this program modest, we say that fiscal 
irresponsibility, unpredictable cost, and maximum nationalization are 
not the accepted criteria for good or adequate legislation. 

We believe that title VI merits the support of everyone familiar 
with the problem. We believe that the House Ways and Means Com- 
mittee is to be commended for its wisdom and statesmanship for de- 
veloping so sound a proposal. 

We urge this committee to accept the carefully considered con- 
clusions of the House, based, as they have been, on months of intensive 
study. ’ 

In closing, let me repeat that we physicians believe in helping those 
who need help. We have bent our efforts toward providing this help 
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for as long as our profession has existed. We are resolute in oy 
determination to continue in this course. 

Thank you. 

The Cuarrman. Thank you very much, Doctor. As I understand 
it you favor the House bill; what is your comment with respect to the 
so-called administration proposal, which has not been introduced byt 
was presented to this committee by Secretary Flemming yesterday, 

Dr. Larson. I have not seen the latest material on the administra- 
tive proposal. As I understand it, no bill has been introduced, go it js 
difficult to say. Now from what we have read and heard about the 
proposal that was made before the House Ways and Means Commit. 
tee sometime back, we were not in favor of that approach. 

The CuamMan. Secretary Flemming presented a copy of a bill | 
which he said would be introduced and was made a part of the recon 


of the hearings yesterday, and it might be advisable for you to get | 
that copy. 

Dr. Larson. Yes, sir, we would like to see it. : 

The Carman. And then express to the committee your opinion | 
pro or con. | 

Dr. Larson. Yes, sir. | 

The CuarrmMan. On those recommendations. 

Dr. Larson. Yes, sir. 

(The opinion and recommendations were not submitted for the 
record by Dr. Larson.) 

The Cuarrman. Any questions ? 

Senator Dovuerias. Mr. Chairman, I think that the Doctor should 
know that the administration bill provided for meeting the cost of 
physicians’ services for those over the age of 65 primarily by means 
of State and Federal appropriations, whereas the McNamara bill i 
restricted to hospital, nursing home, and home nursing care. 

Now I wondered if you would like to Xpress | yourself on your atti- 
tude toward the provision of physicians’ services paid for ultimately 
through a State subsidy. 

Dr. L ARSON. Well, there are many instances, Senator Douglas, in 
which physicians do accept moneys through State subsidy. 

Senator Doveras. That is for the needy f 

Dr. Larson. Yes, that is right. 


Senator Dovetas. But this would be a provision not merely for the 
needy but for virtually all those over the age of 65. 

Dr. Larson. We have not taken a definitive position on that. 

That is a very difficult situation so far as we are concerned. 

There is violent difference of opinion amongst our members on that 
very issue, and I would prefer, sir, to give you the statement letter | 
based on the provisions of the administration bill. 

Senator Doveias. You don’t have the letter ready. 

Dr. Larson. No, no. We were not aware that this bill was ready | 
for introduction or was prepared. 

I can tell you very frankly, that we know of some of the thinking 
of the administration through conferences that were held. 

Senator Doveras. That is you participated in the formation of the} 
administration plan ? | 

Dr. Larson. No, no. We were told what the administration was 
thinking and I can tell you that we did not agree with it. Now, th 
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trouble is that. the material that was given to us was in general terms. 
It was not a bill that we could study, and that is why I would be very 
anxious to see that. | : 

Senator Doveias. Did you have representatives here yesterday to 
hear Secretary Flemming? 

Dr. Larson. Yes; I didn’t get in until late afternoon. 

Senator Doveras. Did they make a report of the Secretary’s testi- 
mony ¢ 

Dr. Larson. Yes, but I don’t recall that that was discussed, that 
is by our representatives. 

Senator Dovaias. Well, the Secretary’s testimony was very clear 
on this point, that out of a total cost of approximately $1,600 million 
or eit l y $1,800 million, seven-eighths of the cost would be met by 
Federal and State subsidies shared equally between the Federal Gov- 
ernment and the States, and that the benefits were to include not 
merely the cost of nursing home and home nursing and not merely 
X-ray and diagnostic facilities but were also to include physicians’ 
care. There was a provision, which is similar to the one in the pro- 
jected Anderson bill, that a large portion of the initial costs should be 
met by the aged person himself or herself, but with physicians’ costs 
ultimately met by Federal and State contributions not merely for the 
needy but all those included in the plan. They would be virtually 
100-percent coverage. Have I not made an accurate statement of Sec- 
retary Flemming’s proposal ¢ 

Mr. Srerier. I didn’t hear that. But we will comment on that 
generally that our attitude on this proposal would not turn on whether 
physicians’ fees were covered but whether or not the group being 
encompassed in the program were needy. If the administration 
proposal would cover all over age 65 I think we would say we would 
not approve it, we would be opposed to it. 

Senator Doveias. The administration’s plan is not confined to 
the needy, it includes the needy but is not confined to it, so you would 
be opposed to it ? 

Mr. Srerier. I am sure we would, but I would like to study it and 
state specifically. 

Senator Dovetas. In other words, you take the position that what- 
ever system is devised should be confined to those on old-age assistance. 

Mr. Srerier. No, sir; as the Mills bill or this H.R. 12580 provides 
the present old-age assistance and then another near-needy category, 
which would be relatively new. 

Senator Dovertas. A thin number around the old-age assistance 
recipients. 

Mr. Srerier. That would depend upon your State determination. 

Senator Doveias. Thank you. 

The Cuamman. Any further questions? 

Senator Curtis. Mr. Chairman, we have a busy day and I will not 
take time to ask questions, but I will say to Dr. Larson that your 
three-page summary has some very fine principles laid down in it. 
One of the things that aggravates the problem of health care for 
anybody is inflation, and the proponents of larger and larger and 
larger Federal Government may be rendering a little help here and 
there in their alleged solutions but they are complicating the prob- 
lems and creating hardship in every household in America. 
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I am glad you were here. 

Dr. Larson. Thank you. 

Senator Gore. Mr. Chairman, I have some questions. 

The CHamman. Senator Gore. 

Senator Gore. Like you, Doctor, I h: pe not yet had an opportun- 
ity to read the administration’s bill. I did have the advantage of 
hearing Secretary Flemming’s testimony at considerable length yes. 
terday.. Even so, I doubt that we could fruitfully engage in an ex. 
amination of the problem or of the proposal in detail, and it may be 
you will want to return to the committee after you have had an Op- 
portunity to study it. 

In my brief examination of Secretary Flemming yesterday after. 
noon, it appeared clear that there was a qualifying period, the dura- 
tion of which was not specified, in which the ek lerly person would 
be required to pay $24 per year. There was some confusion in the 
testimony as to whether that would be for 1 year or 2 years. In 
fact I didn’t get the i impression that the administration had reached 
a firm conclusion on that or that it would be applied uniformly, 

Secondly, it proposes to apply not a means test but an income 
test. I cited the Tustration in which a couple might be worth a 
net. of $ $250,000, and you can construct a situation "where one has 
assets of up to half a million dollars or perhaps a million dollars, 
and still be eligible to pay $24 after he had been advised by a physi- 
cian that major surgery or hospitalization might soon be necessary, 
and be eligible for hospital treatment and other medical care without 
limit. Would you favor that? 

Dr. Larson. It seems to me that is essentially what was given in 
the press long before Mr. Flemming appeared before this committee 
yesterday. 

Senator Gorr. Now that $24, isn’t that a registration fee? 

Dr. Larson. No, they called it an enrollment fee. 

Senator Gore. All right, an enrollment fee. But it would be com- 
pulsory. 

Dr. Larson. In order to participate in the benefits. 

Senator Gorr. Yes. 

Perhaps I have used the wrong word. It would be a prerequisite. 

Dr. Larson. Yes; that is right. 

Senator Gore. For eligibility. 

Dr. Larson. Now, the quarter of a millionaire, if one could call 
him that, could become eligible, but as I understood the original pro- 
posal of the administration it was to the effect that for those over a 
certain level of income there would be no Federal or State participa- 
tion, dollarwise. 

Maybe that has been changed. 

Senator Gorr. No. There would be an income test, but I know of 
at least one Member of the Senate who can testify that a man can own 
many acres of farmland now and receive no net. income at all. 

Dr. Larson. I agree. 

Senator Gorr. He may be very lucky not to sustain a loss. 

Dr. Larson. That is right. 

Senator Gore. There are many instances and many ways in which 
people can find themselves porte substantial amounts of property 
measured in dollars, but who have no substantial income. 
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Dr. Larson. In other words, they have assets. 

Senator Gore. And I believe the proposed income limit for a couple 
would be $3,800 a year. ad 

I will not proc ‘eed further to ask you about the administration plan. 
[only did this much to illustrate the point that I believe the adminis- 
tration has tried hard to reach the catastrophic illness, the long ill- 
nesses, the health tragedies that come to families, but in doing sO, it 
seems to me that the administration may have erred, as your associa- 
tion may have erred, in overlooking the opportunity for preventive 
medicine. Now, I have introduced a bill, several people have intro- 
duced bills. C ontrary to the McNamara bill, the bill I have intro- 
duced does provide for payment for visits to doctors’ offices, home 
calls by doctors, as well as outpatient care and nursing home care. It 
seems to me, Doctor, that everyone concerned with this problem ought 
to try to approach it in the most realistic and practical way. You 
referred to one of the limitations and that is the availability of hospi- 
tal beds. Within the past 2 weeks my own mother was required to 
wait for 10 days to obtain a hospital bed in Nashville, Tenn. 

This brought home to me the scarcity of hospital facilities. There- 
fore, it seems to be very necessary that we begin with maximum em- 
phasis upon preventive medicine, upon the care of a doctor at a time 
when a stitch in time might avert this catastrophe. 

Would you comment on that? 

Dr. Larson. I agree that. preventive medicine is very, very impor- 
tant. The question is how to provide it. Now there isa great deal of 
resistance on the part of the public. I have heard that in some in- 
stances, at least, where these facilities are available free of charge 
even, under a plan, for instance, that the participants in the plan 
either don’t know about it or are reluctant to take advantage of it. 

That is being broken down gradually, Senator. We find in our 
own practice that more and more people are coming in and saying, 
“I want a checkup,” and it is surprising to me how many are fully 
aware of what a checkup should include. 

Now it takes time to do that. We can’t charge anywhere near what 
it costs us to do it. 

We are glad to do it because it is a service to our people, and ocea 
sionally, as you say, a stitch in time saves nine. We discover a latent 
diabetes or a case of leukemia, cancer of the bowel or of the stomach, 
something like that. Those cases are relatively few but to the indi- 
vidual in which you find them, it is worth any amount of effort and 
money. 

Now, how are we going to provide facilities, doctors, nurses, all the 
ancillary services to take care of millions of people in this country 
who, through education, which may take some time to acc omplish, 
would be wanting that preventive type of service ? 

I am strong for preventive medicine, Senator Gore, and I hope the 
time will come when we have better screening mechanisms than we 
have now for that or to discover some of the more obvious conditions 
that a patient is unaware of and for. which something can be done. 

Senator Gore. And if done early it might not only prevent a 
long—— 

Dr. Larson. That is true. 

Senator Gorr. Costly hospital stay but it might even save a life. 
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Dr. Larson. That istrue. I think diabetes, unknown to the patient 
for example, discovered, adequate treatment outlined may require 4 
few days in the hospital, to get the patient under control, as we gay. 
He goes home under a strict regime, can take care of himself from 
then on, and he gets along just fine so long as he follows the instrye. 
tions but unless he knows what he has, and something is done to re. 
lieve him of his situation, he can’t be cured, some day he comes into 
the hospital in a diabetic coma, and that may require not only emerg. 
ency treatment but may be 175 srt and require a lot of people, 
laboratory work, but possibly days and even weeks in that hospital, 
So the preventive side of this is certainly very important. There js 
no question about it 

Senator Gore. Well, Doctor, this being true, I included in the bil] 
I introduced provisions to which I have referred. I tried to empha- 
size the kind of care that is most available now, and I agree with you 
that there are not nearly enough doctors. We have erred serious] 
either in not — our medical schools to greater use or in not multi- 
plying them, but, nevertheless, medical care, clinical care, nursing care 
the ancillary health services to which you refer, are more plentiful now 
than hospital beds, as scarce as both are. Am I correct in that? 

Dr. Larson. I think so. 

Senator Gore. Well, then, although I must say that I was not un- 
aware that this provision in a bill might generate more opposition, 
nevertheless it seemed to me absolutely essential to a practical and 
realistic approach to the problem of health of our people. I know 
some people regard it as a political problem and a political issue. So 
far as I am concerned it is a human problem and I appreciate your 
testimony here. 

I thought Secretary Flemming made a fine contribution yesterday. 
We may not agree with all of his recommendations but at least he 
and his staff have given the problem a great deal of study and made 
some helpful suggestions. 

You, too, have been helpful today. 

Dr. Larson. Thank you. 

Senator Gore. I would like to ask one other question. What was 
the position of the AMA in the Miami meeting with respect to the 
House bill ? 

Dr. Larson. You mean the bill before us right now ? 

Senator Gore. Yes. 

Mr. Strerier. The statement that was in this brief statement which 
quoted it was the action taken earlier in this month in Miami. It 
did not relate specifically to the Mills bill because there were so many 
proposals pending in Congress, our house of delegates merely an- 
nounced its general policy. Now that policy when you read it does 
coincide with the principles in the Mills bill so that is why we do 
support it today, in our testimony. 

Senator Gore. Thank you. 

The Cuarmman. Any further questions ? 

Thank you very much, Doctor. 

Dr. Larson. Thank you, sir. 
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(The following letters were subsequently received for the record :) 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, Ill., June 30, 1960. 


fon. HaRkY F. BYRD, 
¢hairman, Senate Finance Committee, 
ps8. Senate, Washington, D.C. 

Deak SENATOR Byrv: In a separate statement submitted today, I presented the 
riews of the American Medical Association with respect to title VI of H.R. 
12580, 86th Congress, now pending before your committee. This measure also 
provides for the compulsory inclusion of physicians under title II of the Social 
Security Act. This letter is written for the purpose of restating the position of 
the American Medical Association in this regard. 

As far back as 1949, the house of delegates of the AMA went on record as 
opposing the inclusion of physicians under social security on a compulsory 
pasis, This position has been restated by our house of delegates regularly once 
or twice a year since 1953. This policy statement was amended by our board 
of trustees in 1954 to remove any objection to the voluntary inclusion of physi- 
cians under the act. 

Following the clinical meeting of the association in December 1955, many of 
the State medical societies, at the suggestion of the house of delegates, conducted 
a poll of their members on the question of compulsory inclusion of physicians 
onder social security. Although uniform questions were not asked in these 
State polls, it can be concluded from the results that a majority of the profes- 
sion is still opposed to compulsory coverage. It is true that several State med- 
ical societies have endorsed coverage of physicians. Our house of delegates, 
however, of 200 physicians representing every State, has overwhelmingly re- 
jected proposals for coverage. The most recent action of this body in opposition 
to compulsory coverage for physicians was taken at the association’s annual 
meeting held in Miami Beach earlier this month. 

OASDI does not fit the economic pattern of the practicing physician. Self- 
employed doctors rarely retire at age 65. Therefore, the compulsory tax which 
would be imposed upon them, were they covered under the social security sys- 
tem, would be unjust and unreasonable. Physicians who are able to work 
prefer to keep right on practicing medicine. A survey of this point shows that 
over 8 percent of the doctors between the ages of 65 and 72 are in active prac- 
tice. Over 50 percent of the physicians who retire do so after the age of 74. 
Thus, if forced under this program, the typical physician would be required to 
pay social security taxes until age 72 before he would receive benefits. 

Finally, and perhaps most important, physicians have seen social insurance 
programs in other nations used as a vehicle for the establishment of socialized 
medicine. They have fought against the Wagner-Murray-Dingell bills of 1949 
and the Forand bills of today. They know that the OASDI system constitutes 
the principal avenue by which socialized medicine advocates hope to achieve 
their goal. Naturally, they are highly sensitive to their inclusion in a system 
which may eventually be used to abridge their freedom as a profession. 

For the aforementioned reasons, the medical profession is opposed to the com- 
pulsory coverage of physicians under title II of the Social Security Act. If you 
or any of the members of your committee desire further information concerning 
our position, I would be happy to supply it. 

Sincerely yours, 
Leronarp W. Larson, M.D. 


PIMA CoUNTY MEDICAL Soctery, 
Tucson, Ariz., June 27, 1960. 
Senator Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 

Dear SENATOR Byrp: In my capacity as chairman of the Pima County Medical 
Society, committee on legislation, I am taking this opportunity to express the 
society’s unqualified opposition to any Forand-type proposals which purport 
to provide health care benefits by means of OASDI. 

With the House passage of H.R. 12580 (Mills bill) and its probable early con- 
sideration by the Senate Finance Committee, undoubtedly many amendments 
will be offered from the floor of the Forand type. We urge continued and 
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thorough hearings on H.R. 12580 by the Senate Finance Committee, Clearly 
any legislation adopted in haste—during the inevitable tensions of an election 
year—is very likely to harm the very people whom it is intended to help, gy 
far-reaching legislation should not be rushed through in an atmosphere of panic 
without adequate consideration and thorough prolonged study. The tensions of 
an election year certainly tend to make this issue a political football ang is to 
the direct detriment of the best interests of our citizens. 

The American Medical Association, we understand, has indicated its desire to 
testify before the Senate Finance Committee concerning this measure and we 
urge that their testimony be carefully considered. 

Sincerely yours, 
L. D. Spracug, M.D. 
Chairman, Pima County Medical Society, 
Committee on Legislation, 


The Cuarrman. The next witness is Mr. Nelson H. Cruikshank 
director, Department of Social Security, AFL-CIO, accompanied by 
Andrew J. Biemiller, director, legislative department. 

Take a seat, sir and proceed. 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPART. | 


MENT OF SOCIAL SECURITY, AFL-CIO; ACCOMPANIED By 
ANDREW J, BIEMILLER, DIRECTOR, LEGISLATIVE DEPARTMENT 
AFL-CIO 


Mr. CrurksuanKk. Mr. Chairman and members of the committee, | 


my name is Nelson H. Cruikshank and I am director of the Depart. | 


ment of Social Security of the American Federation of Labor and 
Congress of Industrial Organizations, and my office is at the head- 
quarters of the AFL-CIO, 815 16th Street NW., Washington. 

I am accompanied by my colleague Mr. Andrew J. Biemiller who is 
director of the AFL-CIO Legislative Department. We are repre 
senting the AFL-CIO to urge that you recommend the House bill 
H.R. 12580, with certain major improvements, especially the addition 


of health benefits for the aged through old-age, survivors, and dis | 


ability insurance. 
Mr. Chairman, I submitted this statement in full which runs te 
some eight or nine pages but because of the pressure of time and the 


tight schedule of this committee which we fully appreciate, I would | 


appreciate it if the statement could be introduced in the record. 


The Cuarrman. Thank you, Mr. Cruikshank and we will accept | 


your statement in full. 
(The statement referred to follows:) 


STATEMENT OF NELSON H. CRUIKSHANK, Dtrecrpor, DEPARTMENT OF SoctaL 
Security, AFL-CIO 


My name is Nelson H. Cruikshank, and I am director of the Department of 
Social Security of the American Federation of Labor and Congress of Industrial 
Organizations. My office is at the headquarters of the AFL—CILO, 815 Sixteenth 
Street NW., Washington, D.C. 

I am accompanied by Mr. Andrew J. Biemiller, director of the AFL-CIO 
Legislative Department. We are representing the AFL-CIO to urge that you 
recommend the House bill, H.R. 12580, with certain major improvements, espe 
cially the addition of health benefits for the aged through old-age, survivors, and 
disability insurance. We appreciate the opportunity to present our views be 
fore this committee, and we are glad to cooperate with the committee's desire 


to keep the hearings short so that such legislation may be enacted before Com | 


gress adjourns. 
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AMPLE EVIDENCE FOR HEALTH BENEFITS 


This Congress has already given substantial attention to proposed legislation 
on health benefits for the aged. A detailed report on hospitalization insurance 
for OASDI beneficiaries was received from the Secretary of Health, Education, 
and Welfare on April 3, 1959. Its 117 pages contain extensive data on the 
income and other characteristics of aged persons, on their medical needs and 
utilization of health facilities, on costs of medical care, and present and pro- 

sed methods of financing hospital care. 

The House Ways and Means Committee held a week of public hearings last 
July, and close to 3 months of executive sessions this spring. The Subcommittee 
on the Aging and Aged of the Senate Labor and Public Welfare Committee heard 
testimony in many States, focusing largely on health problems, and has issued 
extensive records and reports. 

The ever-growing public concern with health problems of the aged has been 
reflected in many statements submitted to both Houses of the Congress as well 
asin technical journals and the general press. 

Our own experience at labor meetings and in discussions with experts in health 
and social security has reinforced our conviction that the established social 
security system is the most appropriate method through which the Government 
can assist aged citizens with problems of financing medical care. 

To illustrate the widespread public acceptance of this approach, I am attach- 
ing statements by a leading business publication, Business Week. Similar state- 
ments have appeared in Life, the New York Times, the Washington Post, and 
many other publications. 

Within the framework of social insurance, various possible approaches can be 
followed. The AFL-CIO has supported the Forand bill, ever since its first 
introduction in August 1957. We regret that the majority of the members of 
the Ways and Means Committee voted against its inclusion in the House bill. 


ADVANTAGES OF SOCIAL INSURANCE 


Various Senate bills on health care for the aged represent constructive ap- 
proaches through the old-age, survivors, and disability insurance system. 

The addition of health benefits to that program would have clear-cut advan- 
tages, under any of the patterns of benefits proposed. 

1, After retirement (or, for mothers, after the husbands’ death), there would 
be no annual contribution or enrollment fee. Contributions during years of 
earnings would establish the right to the new benefits as to those already in- 
corporated in the program. This is an essential difference from private in- 
surance, a difference that cannot be overcome by the latter. 

2. Lasting protection would be provided which could not be canceled or lost 
because of nonpayment of premiums or the application of lifetime ceilings. Not 
all medical costs would be covered, but even maximum use of the benefits during 
1 year would not be counted against the benefit rights in later years. 

3. The Federal OASDI program can provide almost universal coverage, in- 
cluding persons already retired as well as 9 out of 10 persons now employed. 
It can give the greatest protection for the lowest cost because of its already 
established and efficient machinery. While some persons like to contrast what 
they call “voluntary” with alleged compulsory protection under OASDI, much 
so-called voluntary coverage is in fact what in other circumstances they would 
term compulsory. The essential characteristic is that of group action based on 
a group decision. Only the Federal program embraces a broad enough group 
to provide the widespread and continuing protection that results from its 
automatic application to nearly all kinds of work. 

It is indulging in the most meaningless semantic exercise to describe a pro- 
gram supported out of general taxation as voluntary. I can think of nothing 
less voluntary than taxes levied by the Federal Government. 

4. Unlike public assistance, the Federal program pays benefits as a matter 
of right without a means test. The medical care that is covered would be paid 
for before persons have used up their savings or other resources and without 
searching questions which might damage their self-respect at a time of great 
anxiety. 

Important social effects would flow from the enactment of a bill including 
health benefits through OASDI. 

1. It would ease the financial problems of hospitals by providing payment for 
much of the care that now they must give to charity cases without charge or at 
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rates far below cost. Even though public welfare payments to hospitals have 
been increased in many areas, they often do not cover actual expenses, Ingp 
far as a hospital now transfers the cost of free care or partly paid care to paying 
patients, its rates could correspondingly be reduced. 

2. Blue Cross plans would be relieved of a high-cost load and therefore cong 
hold down their rates and compete more effectively with commercial insurance 
plans. Far from damaging Blue Cross and Blue Shield, enactment of gyeh a 
bill might prove their lifesaver. The recently retired president of the Nationa} 
Blue Cross Association, Dr. Basil C. MacLean, has said: “Legislation along the 
lines of the Forand bill offers a means of settling an area of difficulty and 
relieving the voluntary prepayment mechanism to concentrate on better programs 
within its areas of demonstrated competence.” 

Commercial insurance companies would still have an ample field of activity 
since they would be used to supplement the Government program just as life 
insurance and annuities have been purchased to supplement monthly cash pay- 
ments under social security. 

3. Insofar as the proposal would make it unnecessary for individuals to turn 
to publie assistance and private charity, it would relieve private welfare organi- 
zations and Government agencies of a welfare load now financed by taxpayers 
or donations. Social insurance as the basic protection, backed up by public 
assistance, is consistent with the social security principles on which this com. 
mittee and the Congress have provided for the protection of American families 
for the past 25 years. 

4. The bill would accelerate action to increase the supply of medical personnel 
and facilities required to make good care available to everybody. With an 
assured market for skilled nursing care, for example, the supply of nursing 
homes would quickly increase. 

Total expenditures for medical care by the aged are more than $3 billion a 
year. Once the social insurance approach is accepted, one is confronted with 
a decision as to how much of this total cost should be assumed by the universal 
Government program. 


ALTERNATIVE LEVELS OF FINANCING 


A very limited, low-cost program can be developed to be financed from a com- 
bined increase in the contribution rate of one-fourth percent of taxable payrolls, 
or one-eighth percent each by employers and employees. An increase in the 
wage-base ceiling to $5,400, instead of $4,800, would produce an equal amount 
of revenue in the long run. An increase to $6,000 would produce a saving of 
one-half percent of payrolls in early years and 0.4 percent on a level premium 
basis. These are net savings, calculated on the assumption that benefits would 
be increased correspondingly for persons with earnings up to the new ceilings, 
partly reflecting their higher contributions, 

With the funds thus obtained it would be possible to pay very limited hospital 
benefits to all the aged or more generous benefits to persons above the age of 
68 or 72. 

A contrasting choice would be a very broad spectrum of benefits, which would 
offer greater protection to the aged but would require substantially larger con 
tributions. The total expenditures of the aged now equal about 1% percent of 
total taxable payrolls. Knowing the very low incomes and the pressing health 
problems of the aged, it is not easy to make a choice that severely restricts the 
health benefits they would receive. 


DEFECTS OF THE ADMINISTRATION POSITION 


The Eisenhower administration found a way out of the dilemma of making 
the choice. Its program was offered not to help the old people but to help the 
administration. The proposal revealed by Secretary Flemming on May 4 com 
tained a glittering list of potential benefits. But much of the cost was left to 
the aged themselves. And even if the administration plan were enacted by the 
Federal Government, its application would depend completely on State action 
The administration knows full well that the States would do little to provide 
the more than half a billion dollars that would be required to translate the 
promise into reality. 

The plan has many other bad features, and it is interesting to note that a bill 
has never actually been introduced to clarify how the proposed income test 
would be administered and whether the program in fact is workable. 
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At the time that Secretary Flemming released the administration proposal 
on May 4, we prepared an analysis of its inherent defects which I should like to 
have included in the record at the conclusion of my statement. ; 

Secretary Flemming on behalf of the Eisenhower administration has attempted 
to frighten your committee and the Nation into believing that social insurance is 
too costly. The exaggerated figures he uses reflect slogans we have long heard 
from the chamber of commerce and the insurance companies. It is unfortunate 
that this administration is turning increasingly to such prejudiced sources for 
its statistics and estimates rather than to its own experienced staff. 

Members of this committee will recall the similar attacks of the chambers 
of commerce, the insurance companies, the administration, and the doctors just 
before the disability benefits program was enacted in 1956. But the exaggera- 
tions as to its potential cost have been proved groundless. Just as dependents 
benefits were added for the disabled in 1958, so now the House Ways and Means 
Committee has recommended that the age-50 requirement be removed without 
the necessity of any additional financing. 

While I am talking about the 1956 experience, let me recall to your mind also 
that Senator George in leading the fight for disability benefits denounced the 
charge of socialized medicine which was then being advanced by the doctors, 
pointing out that “socialized medicine can be brought into this country only by 
the doctors themselves.” He added: “Someone should have the courage to say 
to them that if they continue to make such trifling objections, they may invite 
something bad for them * * *.” 

The bill for the health care for the aged is going to be paid. Rich, generous- 
hearted America will not ignore their needs, and families will provide for their 
elderly members to the limits of their ability and often at tragic costs to their 
younger members. 

It is precisely because health charges can be very heavy, that assured methods 
of payment which spread the risk are required. With an expanding economy 
and rising levels of earnings, taxable payrolls will grow, swelling collections, 
and the cost estimates of the actuary of the Department of Health, Education, 
and Welfare may well prove too high. 

The only itemized cost estimates that we have seen from the Secretary for the 
Forand bill total 0.8 percent of payrolls on a level premium basis. We suggest 
that the 1-percent figure he presented to this committee yesterday is more political 
than actuarial. 

It is partly because we believe that whatever Federal funds are available 
should be utilized most effectively that we object to costly administration by 50 
separate State agencies and commercial insurance companies. We understand 
that Secretary Flemming himself told the House Ways and Means Committee 
that the per capita cost of administering his proposal would be $17 a year as 
compared with $6 under the Forand bill. If the Secretary is worried about the 
regressive nature of the present payroll tax, he could join with us in raising the 
tax base from the present $4,800 to $6,000 or $9,000, or, in removing it entirely, 
as the late Prof. Sumner Slichter of Harvard University proposed. 

But a payroll tax, even with the present over-low earnings ceiling, is much 
less regressive, especially so far as retired people are concerned, than the sales 
taxes and other taxes on which States and localities rely for the major part 
of their revenues. The Secretary's program would put half the cost on such 
regressive taxes. 

The social insurance approach to health care of the aged can be based, as the 
present program is, on clearly defined contributions. It is perfectly possible to 
provide a separate fund for health benefits, as in the case of the long-term 
disability program, and to limit benefits to the earmarked contributions. Such 
an approach does not involve open-end financing. It gives Congress far more 
control than the type of program proposed by Secretary Flemming, in which 
Federal expendituers are determined by what the States decide. 

You will recall Governor Rockefeller’s criticism of the administration pro- 
posal. He said: “The formula recently proposed by the administration, while 
admirable in purpose, is basically unsound from a fiscal viewpoint. It is based 
largely on a concept of subsidy. It would be both costly and cumbersome to 
administer. We have a long-established contributory system of social insurance. 
Its soundness is proven. We should build on it.” 


I suspect that Governor Rockefeller knows something about the handling of 
money, 
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But this administration, which is constantly opposing programs because the 
cost too much, offers a glittering plan costing many hundreds of million dollars 
a year from general funds of the Treasury with no corresponding proposa] for 
raising necessary revenues. 

A PRACTICAL CHOICE 


We in the labor movement have been more responsible. We would like to see 
the aged receive very extensive protection. But we also know that promises 
must be backed by assured and practical financing. 

This committee has the same choice between a limited program and an exten- 
sive one which the Congress had in 1935. It decided then between a compre. 
hensive program for the whole field of social insurance or a start on a workable 
basis. The original old-age benefits and unemployment insurance benefits have 
since been supplemented very successfully by monthly benefits for young widows 
and children, and by long-term disability benefits. 

We are now suggesting a similar workable start in the field of health benefits 
for the aged, even though we would like to have a much broader program. The 
Forand bill, with hospital, skilled nursing home, and surgical benefits is one 
approach. The greatest part of its cost of 0.8 percent of payrolls is for the aged, 
though young widows and surviving children are also included. 

It is entirely feasible to work out a practical and sound program within a 
defined cost ceiling. For example, at a level premium cost of one-half of 1 per. 
cent of taxable payrolls a plan can be developed which would make possible 
a good start for all beneficiaries 68 years of ago or over. Payments could be 
made for up to 365 days of hospital care, and subsequent skilled nursing home 
recuperative care, up to 180 days, and for visiting nurse services in the home, 
To provide these alternative forms of care, within this cost ceiling, two separate 
$75 deductible payments by the beneficiary would be necessary. Such a plan 
would be of enormous value in providing protection in long-continued illnesses 
without overloading hospitals. 

We are informed that Senator Anderson and some of his associates are working 
out a proposal along these lines, designed to supplement the limited care pro- 
vided in the House bill, with a basic plan of social insurance protection. The 
AFL-CIO will gladly support such a program and we hope this committee will 
incorporate it into the bill which is reported to the Senate. 

Even a broader spectrum of benefits is feasible, and there is much to be said 
for including these types of care which encourage early preventive treatment 
and which speed recuperation. In the long run, these additional forms of benefits 
are likely to add little to the total cost, and they will do much to enhance 
the health and happiness of older citizens. 


OTHER DESIRABLE IMPROVEMENTS 


The present House bill includes various desirable provisions liberalizing old- 
age, survivors, and disability insurance, though we regret that it does not include 
a general increase in benefits and various other improvements which the AFL- 
CIO 1959 convention resolution called for. 

We deeply regret the omission of any Federal benefit standard for unemploy- 
ment insurance or the addition of reinsurance grants to States with high levels 
of unemployment. The changes in financing of unemployment insurance adopted 
by the House do nothing to improve benefit levels. 

The public assistance amendments, including the proposed new title XVI, are 
very limited and totally inadequate to assure proper health care and levels of 
living for persons forced to turn to these programs for aid. The Federal Govert- 
ment can afford to make more generous matching grants available to the States 


to make sure that no elderly person lives under the miserable conditions revealed | 


by the studies of the McNamara subcommittee. The Advisory Council on Public 
Assistance in its report to the Congress has submitted recommendations whieh 
should promptly be followed. 

But the great majority of aged should not have to turn to public assistance 


whether it is dressed up as in title XVI or in any other way. An income test | 


and a means test are not desirable as the basic form of protection. People d 
not want to have to swear to indigency, declare their resources, list relatives 
who might help them, and be subject to investigation, often by poorly trained 
and inexperienced people. 

If the great majority of the aged can receive substantial protection as 4 
matter of right through old-age, survivors, and disability insurance, the States 
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and localities will be relieved of a tremendous financial responsibility which 
will otherwise increasingly overwhelm them. Without health benefits through 
gocial security, the House proposals for health care of the aged are lake a roof 
without foundations. We urge your committee to add the foundations so that 
the aged may live out their lives constructively and with hope. 

Mr. Crurksuank. I will summarize some of the high points in it. 

The CHairMAN. Thank you very much for your cooperation. 

Mr. CrurksHank. It appears plain that there is ample evidence of 
the need for some kind of health benefits. The administration posi- 
tion even within the last year has changed from one of where they 
said there was no need for any act ion to one in which they are propos- 
ing a type of action, one with which we are not in agreement, but we 
are now agreed with them that there is need for action. 

Various reports have been submitted to the Congress, various pri- 
vate organizations have made reports, there has been intensive study 
of this whole issue. 

Our own experience is that there has been a rising tide of under- 
standing of the social insurance principle, whether or not it reflects 
itself in support of one particular bill or measure before the Congress. 
There has been a rising tide of recognition of need, and an increasing 
understanding of how the social insurance principle can best be 
adapted to meet that need. 

As just one example, there are here two editorials from Business 
Week, which I think reflect the views of an important segment of the 
business community, editorials from the issues of April 16 and May 
21. They, having analyzed the subject and analyzing the need, have 
come out in full support of the social insurance principle as a means of 
meeting this. 

I should like, if I may, Mr. Chairman, to introduce these editorials 
inthe record at this point. 

The Cuarrman. Without objection. 

(The documents referred to follow :) 


[From Business Week, May 21, 1960] 
Mason MEDICAL PLANS 


(Submitted by Nelson H. Cruikshank, director, Department of Social Security, 
AFL-CIO) 


In the 2 weeks since it was proposed, the administration's new plan of health 
insurance for the aged has set some sort of record for unpopularity. It has 
been hit by a heavy crossfire from the American Medical Association on one side 
and the AFL-CIO on the other. Conservatives like Senator Barry Goldwater, 
Republican, of Arizona, and liberals like Senator Pat McNamara, Democrat, of 
Michigan, have taken potshots at it. And even the in-betweeners like Governor 
Rockefeller of New York and Governor Meyner of New Jersey have greeted it 
with harsh words. 

With left, right, and center all expressing distaste, there isn’t much chance 
that Medicare will be seriously considered by Congress, let alone adopted. 

Nevertheless, the fact that the administration has submitted the Medicare 
plan is extremely important: It means that both political parties have now ac- 
knowledged the need for a Government program of health insurance for the 
aged, and that both parties have committed themselves to working out such 
a program. That's why the astute Senate majority leader, Lyndon B. Johnson, 
Democrat, of Texas, was one who held his fire. Johnson found it encouraging 
that the administration had come through with a plan, reserved comment on its 
merits pending further study, observed: “But once a need is recognized, it is 
usually possible to find a solution.” 
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How about the merits of the administration’s solution? It does face up t 
the real problem—that the medical bills of the aged can be met only by wrens, 
ing them to the rest of the community. The administration would pay the bills 
by a complex system involving contributions from the aged, and heavy Federal 
and State subsidies, either to provide direct health insurance for those aged 
persons whose incomes are sufficiently low or to subsidize private insurance 
companies. 

This approach is fiscally hazardous, administratively clumsy, and unneces. 
sarily costly. Moreover, it would be extremely difficult, if not impossible, to get 
the States and private insurance companies involved. An approach along the 
lines of the existing social security system, in which costs of benefits are 
regularly met by the payroll contributions of the future beneficiaries, would ap 
pear to be vastly superior to a Federal-State subsidy approach. 

But the administration’s plan does have a couple of real advantages oyer 
the Forand bill, which is favored by many Democrats: 

By providing for home care, prescribed drugs, and other outpatient gery. 
ices, Medicare avoids the dangers of “hospitalitis’ (BW -Apr. 16, 1959, p. 184) 
where the Forand bill would, as Vice President Nixon puts it, “put a still heavier 
load on already overburdened hospitals * * * since its benefits are available 
only in institutions.” 

Medicare would extend protection to many of the aged who are not presently 
covered by social security and whom the Forand bill would not help. , 

Some Democrats already recognize these weaknesses of the Forand bill and 
so should welcome the administration's initiative on both counts. 

Indeed, if leaders of both political parties are willing to renounce the effort 
to make political hay out of this vital issue at each other’s expense, there ig no 

doubt that a sound and workable program of health insurance for the aged 
ean be worked out. And, as we said before, the sooner the better. 


{From Business Week, Apr. 16, 1960] 
Tne TREND—A CHALLENGE THAT CAN’? BE DUCKED 


(Submitted by Nelson H. Cruikshank, director, Department of Social Security, 
AFL-CIO) 


Health insurance for the aged is fast becoming the No. 1 issue facing Con- 
gress this year (p. 25). And there’s political dynamite in it: Any candidate 
suspected by the millions of old people—and those concerned about their health 
problems—of taking a cold or know-nothing attitude toward the issue is likely 
to be in serious trouble this election year. 

One thing about the issue is clear: Although plenty of politicians may see it 
as a vote-catching device, there is nothing synthetic or phony about the problem. 
Everyone who has seriously studied the situation has concluded that the pro 
vision of better health care for the aged is a serious—and growing—problem. 
Thanks to medical progress, the number of aged is increasing rapidly. In 
1930, there were 6 million people over 65 in the United States; today there are 
16 million. 

For far too many of these long life has meant shrunken incomes, increased 
sickness, loneliness, and the shame of being a candidate for a handout from 
society. Health, Education, and Welfare Secretary Flemming, in his thorough 
report to the House Ways and Means Committee last year, concluded that three 
out of every four aged persons would be able to “prove need in relation to 
hospital costs.” That is to say, they would be able to prove that they simply 
could not afford to pay for the care they needed when taken seriously ill. 

The issue, then, is not whether there is a problem but rather how to meet the 
problem. 

TWO APPROACHES 


Representative Aime Forand, Democrat, of Rhode Island, has proposed to 
deal with it through a system of compulsory Federal insurance within the 
framework of the Social Security Act. The Forand bill would provide insur 
ance covering 60 days of hospital care, or 120 days of combined hospital and 
nursing home care, together with surgical services, to all those eligible for 
old-age insurance benefits. It would be financed, initially, by boosting social 
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security payroll taxes one-half percent, divided equally between employees and 
ers. 

Tee orand bill has been attacked for a number of reasons by various 

groups, especially the American Medical Association, which sees it as the camel’s 

nose of socialized medicine coming under the tent. +P 

But the main weakness of the Forand bill, as specialists in the health field 
see it, is not that it does too much but too little. They condemn it as too nar- 
row and as an encouragement to “hospitalitis’—the tendency, inherent in many 
of our present voluntary insurance programs, to put the sick into hospitals 
pecause there are no provisions for covering treatment at home or in doctors 
= pill sponsored by Senator Javits, Republican, of New York, strikes at 
this weakness. As Javits points out, though hospitalization costs comprise a 
large part of an aged person’s annual medical bill, the average older couple 
spends $140 a year on health costs unrelated to hospitalization. “One out of 
every six persons 65 years and older,” says Javits, “pays over $500 in medical 
pills annually.” Yet 60 percent of the old people have annual incomes under 
$1,000 and can’t afford home or office care that might cut down the length of 
hospitalization or eliminate it altogether. 

Javits would deal with the problem by a voluntary program that would 
combine Federal and State subsidies, contributions scaled to income by the aged 
themselves, and both commercial and nonprofit insurance companies such as 
Blue Cross and Blue Shield. The program would not become operative in any 
State until the State put up the money, arranged with the insurance carriers, 
and agreed to certain standards for the program. 

Although the Javits bill makes a hard effort to provide a voluntary—and 
heavily subsidized—-program, it does not appear to meet the test of practicality. 
The program would take a very long time to negotiate with 50 individual 
State governments and with the insurance carriers—assuming that it would 
be possible at all to get them involved in a program whose costs are unpre- 
dictable. 

Indeed, after studying Flemming’s able report, and the arguments on all sides 
of this issue, we are forced to conclude that the voluntary approach simply 
will not do the job. 

The problem basically is that the aged are high-cost, high-risk, low-income 
customers. Their health needs can be met only by themselves when they are 
young or by other younger people who are still working. The only way to 
handle their health problem, therefore, is to spread the risks and costs widely. 
And that can best be done through the social security system to which em- 
ployers and employees contribute regularly. By comparison with the heavily 
subsidized schemes, this approach has the advantage of keeping old people 
from feeling that they are beggars living off society’s handouts. 

We do not pretend to know all the answers to the problem of enlarging the 
social security system to include a health insurance program for the aged. 
Even a modest study of the problem immediately convinces anyone of its diffi- 
culty and complexity. At this point, we don’t think that the complete answer 
to it has emerged. 

Nevertheless, no democratic government can refuse to grapple with a prob- 
lem of such demonstrated urgency and importance. The issue cannot be evaded 
and, before it becomes a political football, the politicians of both parties should 
accept responsibility for finding the best possible answer in the shortest possible 
time. 


Senator Doveias. Mr. Chairman, could I interrupt for a minute? 
Am I correct in the understanding that Gov. Nelson Rockefeller of 
New York has endorsed the principle of caring for the aged through 
ee of social security rather than Government grants? 

Mr. CrurksHank. That is correct, Senator, he has in very em- 
phatic terms. And on that point I was about to remark that just 
yesterday, a resolution was passed by the conference of State Gov- 
ernors by a vote of 30 to 13 supporting this principle. It is very 
significant action taken by the Governors, I believe, because a resolu- 
tion was introduced in their conference out at Glacier National Park 
that first called just for a recognition of the need. This resolution 
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in the course of discussion was amended to provide for meetin this 
need through the social insurance mechanism, and this amen ment 
was adopted, and then the final resolution, with the amendment, wag 
adopted by a vote of 30 to 13, and those 30 include the Governors 
from States whose total population is the vast majority of the popula. 
tion of the United States, 

Senator Gore. Were there any abstentations, or do you know? 

Mr. CrurksHanKk. There must have been some not there or not 
voting, I don’t know really. The total vote was 43, so I don’t know 
whether there were registered absentions or whether there were just 
merely people who were not there to vote. 

Senator Gore. Those things can occur at a convention. 

Mr. CrourksHank. Yes, but at the Governors conference, as you 
know, they cannot take a position other than by a two-third vote, 
When they take a position with respect to a proposal or principle of 
this kind, it is done quite consciously and they don’t take many 
positions on current legislation partly because of the two-thirds rule 
that they have, but it must be two-thirds of those present and voti 
because this resolution was passed. It will be available later. | 
believe, for inclusion in the record, if the committee would care to 
have it. 

Now within the framework of social insurance there are various 
possible approaches that can be followed. Social insurance does 
not mean just one rigid plan, of course. Now we in the AFL-CIO, 
as is well known have supported the Forand bill ever since its first 
introduction nearly 3 years ago now. 

We regret that the majority of the members of the Ways and Means 
Committee voted against its inclusion in the House bill but I should 
like to point out the inherent advantages that there are in the social 
insurance approach. 

In the first place, of course, this meets this problem of whether 
you just take care of the needy or those who are not immediately in 
need, because in a sense it insures against the likelihood of your 
being in need, and this has been a principle of our social insurance 
program adopted 25 years ago. 

And you don’t have to wait until a man is in need before the pro 
gram comes into effect, and it also meets the very practical problem 
that a person can very well get into a position of need during the 
course of a long illness, and the long illness itself can contribute to 
this need. He can start out with what may appear to be a minor ill 
ness, and be in a fairly safe position, at least a solvent position finan- 
cially, but as it goes on, his resources are drained, and his income is cut 
off, and he finds himself threatened by it. 

This threat of becoming an indigent can also even contribute to his 
physics condition. So that the insurance approach meets the prob- 

em of taking care of all those who are in need as well as those provid- 
ing insurance against the likelihood of their being in need. 

Now, after retirement or for mothers after the husband’s death, 
there would be no annual contribution or enrollment fee. In other 
words, at the time people have their incomes greatly reduced after 
retirement, there would be no additional economic burden on them 
under the insurance approach. 
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Thirdly, lasting protection would be prov ided which could not be 
canceled or lost because of nonpayment of premiums or the applice 
tion of lifetime ceilings. That is a provision which is so predominant 
incommercial insurance protection. 

The Federal OASDI program can provide almost universal cover- 
age and of course this is very important in any insurance napprenen. 
There is no adverse selection. You do not, under the Federal system, 

t those who are already ill, or about to be ill, rushing to cover them- 
wives with insurance which, of ¢ ourse, under any other systems, means 
you have to have high premiums because you are covering a high risk 
group. 

Sothe social insurance provision has this inherent advantage. 

Now as to the question of whether or not it is compulsory. or volun- 
tary, really that gets down to be a pretty serious exercise in semantics. 
The administration program and the House bill have been described 
as voluntary because no one would have to take out a particular type 
of insurance, but actually the compulsory feature of a social insurance 
program is only confined to the payment of the social security tax. 
There is nothing compulsory about whether or not they avail them- 
selves of the services that are available. Now, in that sense the pay- 
ment of the contribution is compulsory under a social insurance ap- 
proach. It is equally compulsory under the administration program 
or under the House bill, because my experience has been there is noth- 
ing of a less voluntary nature than the payment of my Federal income 
tax or any other Federal taxes. So if you are going to finance this 
out of the general revenues of government as the House bill proposes, 
or as the administration proposal envisages, the payment is going to 
becompulsory in any event, and just as compulsory as the social secu- 
rity tax iscompulsory. 

Senator Gore. Mr. Chairman, might I ask a question ? 

The CHarrMAN. Senator Gore. 

Senator Gore. Mr. Cruikshank, would not that apply equally to the 
requirement of an enrollment fee for a period of time? 

Mr, CrurksHank. No, sir, not quite. 

Senator Gore. Well, the— 

Mr. CrurksuHank. Because the enrollment fee would be only for 
those who would choose to go under the system. 

Senator Gorr. But it is compulsory for anyone who receives any 
benefit. 

Mr, CrurksHank. Compulsory on any one who avails himself of 
the benefits, that is right, and failure to pay the enrollment fee would 
disqualify him for benefits, so you are correct. If he has the benefit 
of the program, the $24 enrollment. fee would be compulsory, yes, 
sir, 

Senator Gore, Well, isn’t this a battle of words that is some- 
what 

Mr. Crurksnanx. It appears to us that it is, and compulsory has 
heen. chosen as a word of stigma and yet. in many other ways it is 
not. 

We have compulsory selective service under which men serve their 
country in the Armed Forces. We have compulsory education and 
I don’t think anybody is against that. 
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It seems to me compulsory participation in a program of mutya] 
self-protection is in the same category. 

Senator Gore. Well, if a program for health care and hospitaliza. 
tion is to be condemned because of that, would not the social security 
program logically fall for the same reason 

Mr. CrurksHaAnk. Precisely, yes aren it would, and this Was, as 
you will recall, Senator, although I don’t believe you were in the 
Senate at the time, but this was an issue that was fought out in the 
Congress just 25 years ago. The Clark amendment proposed that 
there would be an electing out procedure under the social security 
legislation, and it was determined that any effective system of pro- 
tection would have to be compulsory, that is universal in coverage, if 
it was to be effective at all. 

Senator Gorr. Well, you are right, I had not reached here by then 
but I assure you, I am thinking about it. 

Senator Curtis. Were you thinking about the Clark amendment, 
is that yourevidence? [Laughter. | 

Mr. CrurksHank. There are many important social effects that 


would flow from the enactment of a bill affecting health benefits | 


under the OASDI. One, it would ease the financial burden of hos. 


pitals by providing payment for the care that now they must give | 


to charity cases. 

Second, it would greatly strengthen the private and voluntary 
health insurance programs such as Blue Cross because it would 
relieve them of the very highest risk and high-rated group which 
now they must carry in some way. 

Blue Cross has been forced away from its community-rating pro- 
visions, which it had when it started, to an experience-rated stand- 
ard, so that they have to apply rates according to the risk of the 
group covered. This means that when Blue Cross extends its cov- 
erage to any of the older group, because they are a high-risk group, 
they must up the rates to the point where it is almost prohibitive, 

Senator Curtis. Mr. Chairman, could I interrupt at that point? 

Medical costs are high because it takes a lot of money to runa 
hospital, rare and expensive drugs, pay help, all of these things 
Why is it that you contend that the Government can get that at less 
cost than private arene 

Mr. CrorksHank. Senator, I don’t maintain it can get it at les 
cost. I maintain that it can get it at lower fees. 

Senator Curtis. Now that is because the people who are producing 
pay it for those who receive it, is that right? 

Mr. CrurksHank. That is right, sir. At any given time. 

Senator Curtis. You have in here, “Unlike public assistance, the 
Federal program pays,” and I assume you are talking about a pro 
posed health program “pays benefits as a matter of right without 
a means test.” 

Mr. CrurKsHank. Yes. 

Senator Curtis. You do not propose to pay those hospitals les 
than the cost of operation, do you? 

Mr. CrurksHank. No, sir. 

Senator Curtis. But you propose a different method of paying 

Mr. CrurksHank. That is correct, Senator. 

Senator Curtis. And that would be a compulsory tax. 
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Mr. CrvriksHank. That would, out of the social security tax or some 
similar tax. ; 

Senator Curtis. And everybody in retirement regardless of income 
or property ow ned would get the benefits. 

Mr. CRUIKSHANK. That is correct; yes, sir. 

Senator Curtis. Does that mean, for instance, that a young indi- 
vidual, paying his own medical bills and that for his f family, buying 

ahome, and perhaps paying some college expenses, will have a payroll 
Sistion to pay the costs of medical care for people who happen to 
be over 65 even though they are individuals of great wealth and still 
able, some of them, and desirous of producing / 

Mr. CrurKsHANK. There might be some suc h instances, yes, just 
as With other insurance systems. A person paying in his premiums 
in Blue Cross, for ex: imple, at. the time he is not m: king: any claims— 
and he may not make any claims for 5 or 10 years—is paying the 
hospital expenses of somebody else who carries Blue Cross regard- 
less of whether they are wealthy or in poverty. 

Senator Frear. But the great difference being voluntary and in- 
voluntary, isn’t it? 

Mr. CrvurksnHank. No, I don’t think that is the great difference, sir, 
because a large part of Blue Cross is group coverage which is selected 
by a vote of groups covered, and — who are in the minority are 
covered whether or not they voted for i 

That is it isn’t an individual choice in Y Blue Cross in all cases. In 
some cases it is, and in other cases it is not, it is a group choice. 

Senator Frear. But under this proposal there is no choice by 
anyone ? 

Mr. CrurksHank. There is no choice as to whether he pays the 
contribution or not, that is right. 

Senator Curtis. Mr. Cruikshank 

Mr. CrurksHank. If I may interrupt for just a moment, I am only 
pointing out this operates just like any other insurance. A person 
paying a current premium is paying a benefit for somebody else cur- 
rently and thereby of course est: ablishing his right to the benefit when 
the contingency against which he is insured arises. 

Senator Frear. Yes, sir, but again I say that individual has his 
choice of whether he wants to or he doesn’t want to. Aren’t you tak- 
ing a right away from an eT idual in this instance ? 

Mr. CrurksHank. No, sir, I don’t think we are. I think that we are 
pene just to extend the social security principle. You are not 
taking away anyone’s right, I don’t think to insure against a con- 
tingency of dependent old age and that is compulsory ‘and he is re- 
quired to do it. 

Senator Frear. I respect your views but maintain mine. [Laugh- 
ter. | 

Senator Curtis. I would think we would all agree that diabetes is 
a very expensive continuing illness. According to your views a lady 
might be a diabetic patient, still working, perhaps supporting some 
children, and it is a type of illness that requires cash to be paid out 
out week after week in order to live. You are suggesting a further 
deduction from her pay to Pp ay medical benefits to people who happen 


a over 65 regardless of their wealth or ability to pay for them- 
selves, 
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Doesn’t your program amount to that? 

Mr. CrurksHank. Yes, it amounts to that but if she is in any yolyp. 
tary group she does exactly the same thing. ; 

Anybody who works in a shop, for example, that has negotiated a 
health insurance plan with the employer covering health contingen. 
cies, is doing exactly the same thing, because, Senator, that very same 
lady that you described may find herself in a condition later on where 
she is no longer able to work and she would then be able to collect q 
benefit and have protection. 

Senator Curtis. She might find herself in that position for 50 years 
while she is carrying the load to care for this select few. Do you at 
the present time favor the Forand bill ¢ t 

Mr. CrRurKSHANK. Yes, sir. 

Senator Curtis. You state here you suggest benefits for those al- 
ready retired. Suppose those who are beyond the employable stage 
are not the beneficiaries of OASI. The Forand bill would not do any- 
thing for them, would it ? : 

Mr. CrurksHank. Not in itself but other proposals that we support 
would. 

Senator Curtis. In other words, all of these millions of people work- 
ing would have a further deduction out of their pay envelope to pay 
part of our present aged some of whom, I don’t know how many, don't 
need it at all, but the individual retired, and there are several mil- 
lion of them, who are not by chance OAT beneficiaries would be left 
out under the Forand bill, if we enacted it tomorrow, isn’t that cor- 
rect ? 

Mr. CrurksHank. Well, they would be left out of those particular 
provisions, yes, sir, but they would be eligible for other types of pro- 
tection. What we are proposing 

Senator Curtis. I have known you a long time, and I know how well 
you know this social security law, and I am utterly astounded at your 
lack of altruism in your proposal. 

Senator Doveias. Now, Mr. Chairman, may I interject by-—— 

Senator Curtis. Should we act to tax those who can be taxed to take 
care of those who can’t care for themselves? Do your proposals here 
abandon those? 

Mr. CrurksuHank. No, sir, it does not, because what we are really 
proposing is that a Forand-type amendment, if you wish to call it that, 
be added to the provisions of title VI. Let title VI operate, and take 
care of these people, who are not under the social security system, 
in the only way that they can be taken care of. The public assistance 
approach has always been our second line of defense. 

Now I think there is one other point we need to get at, if I may, 
that while not everyone at any moment needs health care, I think it 
is generally accepted in this country that everyone at all times needs 
health insurance. 

So that the person who is paying this contribution is not paying for 
something for nothing, he is not paying something for which he gets 
nothing. He gets the protection which the insurance affords him, and 
he has that all the time. 

Senator Curtis. I disagree with the loose manner which you use 
the word “insurance” but the committee is too busy for us to debate 
that. But if you are suggesting title VI plus the Forand bill, then 
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these people I talked about, the individual below 65 who suffers from 
gn illness all his years, or the individual whose income is low and is 
supporting a family and buying a home and doing all these other 
things, he has not one tax taken out of his payroll. He has two, one 
tosupport title VI and one to support the Forand bill. 

Mr. CRUIKSHANK. Except that the cost of title VI would be greatly 
reduced by the extension of the social security principle, just as Dr. 
[arson pointed out, for example, in his testimony, that we had reduced 

blic assistance from 22 percent down to 15 percent of the people. 
How did we do that, we did that because beginning in 1950, which was 
the base year that he presented, we greatly extended social insurance, 
and social insurance has absorbed a large part of the load which 
otherwise was public assistance. 

Senator Curtis. Well, that is part of it. 

Mr. CrurKsHANK. It’s part of it. It is a major part, I believe, sir. 

Senator Curtis. Some of them die without ever getting the benefit, 
yet they purchased the necessities of life in an economy that was 
carrying the load of social security, and I do not feel this sort of an 
approach is re. what the American public has in mind. 

Ve are not thinking about the extreme destitute because we are 
committed to paying for those cases and we want to. They are think- 
ing about what need is there beyond it, not in terms of taxing every- 
body, including those that it will be an extreme hardship upon, to 
give a benefit to people who do not want it. Together goes with it 
the defeat and suppression of private endeavors and voluntary en- 
deavors and the surrender of the right of choice for many people. 
In reference to these people who are beneficiaries of OASI, when did 
the first ones qualify for benefits? 

Mr. CrutksHank. I believe 1940. 

Senator Curtis. 1940, 

oo ~ an individual, qualified for OASI benefits in 1940, and 
we will assume that he has not made or paid any social security taxes 
since then, how many raises has he received in benefits since 1940? 

Mr. CrurksHank. I don’t know exactly how many but his average 
a in 1940 was $22.60 and his average payment now is around 
555. 

Senator Curtis. The difference between 22 and 55, did he ever pay 
any tax for it? 

Mr, CrurksHANK. No, sir. 

Senator Curtis. Why are you denying the people outside the sys- 
tem in your Forand proposal which you propose, the benefits of this 
when you take the person who by happenstance retired in 1940, prob- 
ably paid less than 1 month’s benefits out of his payroll, in all proba- 
bility paid less than 3 months’ benefits if you count his employers’ 
payments which are not credited to him. You have increased him 
on an average, more than doubled it, and now you are going to give 
him this. The individual who has been outside you now come here 
and say “He will still be outside of the medical benefits.” 

Mr. CrurksHank. No, sir; they will be outside this particular 
method of paying for the benefits. But what you say, sir, is true of 
the whole social security system. 

- can disagree with that whole social security system if you 
wish, 
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Senator Curtis. No, no. All I have begged you people to change 
to make it social, to make it humane, to make it fair. : 

Mr. CrurksHank. We have tried to do that, sir, we have supported 
the extension. 

Senator Curtis. You have resisted it every time. 

Mr. CrurksHank. We have supported—the extension of coverage 
has meant payments out of relationship to an immediate payment of 
contributions which comes out of the pool which is created largely by 
taxes on industrial payrolls. Despite that we have argued for it, for 
the extension of coverage. 

Senator Curtis. That is true of everybody’s benefits. 

Mr. CrurksHank. Yes, up toa certain point it is. 

Senator Curtis. Yes, the social security operates today because you 
are taxing the people who are working to take care of the people who 
are not, isn’t that true? 

Mr. CrurksHank. That is true, but it is also true that every life 
insurance company today is paying its benefits out of its current 
premiums. 

It operates exactly the same way. 

Senator Curtis. It is far, far different, and as I say, the time of 
this committee is too valu: ible to debate whether or not it is insurance, 
That is all, Mr. Chairman. 

Senator Doveras. Mr. Chairman, I would like to ask Mr. Cruik- 
shank if it is not true that the vast majority of younger workers who 
pay in contributions have parents and grandparents over the age of 
65 who are in need of hospitalization, nursing, and medical attention, 
and who, if these expenses were not met by some form would have to 
be borne in the main by these younger w orkers? 

Mr. CrurksHank. That is exactly true, and the question really is, 
when we challenge this program on the ground that it would mean 
that current workers are paying the bills of people who are over 63, 
who is paying them now? They are paying them now. It isn’t 
the people that are beyond 65 who are in the hospital or needing medi- 

eal care who are currently paying for these costs. To a very large 
extent they are paid by the younger children and often at very great 
family sacrifice. The choice often comes as to whether you properly 
take care of mother and father or whether you properly educate your 
children and this is a hard, cruel choice that is forced on many Ameri- 
can families, and one which the social insurance mechanism would 
relieve them of. 

I would like to point out that one of the real advantages of this 
approach is that it would strengthen the voluntary plans and enable 
them to grow. We have a witness to that, Dr. B: isil C. McLean, who 
is the recently retired head of the national Blue Cross Association. 
He said and [ quote, “Legislation along the lines of the Forand bill 
offers a means settling an area of difficulty and relieving the voluntary 
prepayment mechanism to concentrate on better programs within its 
areas of demonstrated competence. 

Commercial insurance companies would still have an ample field 
of activity since they would be used to supplement a Government pro- 
gram just as life insurance and annuities have been purchased to sup- 
plement monthly cash benefits of social security. 
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Some people saw 25 years ago that or thought they saw the end of 
rivate commercial insurance in the life insurance field if social se- 
arity were passed. But the total amount of life insurance in force 
ioday is a little over five times as much as it was when social security 
nas passed. gee 

As people get insurance conscious, whether it is in the health in- 
surance field or the life insurance field they want to build more on their 
insurance rather than less once the basic needs are met. 

Senator Dovetas. Hasn’t that also happened in the development of 
private pension plans and the sale of annuities by life insurance com- 
panies ¢ Ss o 

Mr. CrurksHank. That is quite true. There were very few scat- 
ered private pension plans in effect in 1935, and when the Social 
Security Act was passed, after that the private annuities and nego- 
tiated pension plans and those initiated by farsighted employers 
began to multiply so that today there is a hundredfold, at least, in- 
qease in the private pension plans. 

There are a number of basic choices before anyone who wishes to 
approach this problem. You can have a very limited low-cost pro- 
gram, costing one-quarter percent of taxable payrolls, or an eighth 
of a percent each by employers and employees. Or an increase in the 
wage-base ceiling to $5,400, instead of $4,800, would produce an equal 
amount of revenue in the long run. An increase to $6,000 would pro- 
duce a saving of one-half percent equivalent of one-half percent of 
payrolls in earlier years and 0.4 percent on a premium level basis. 
These are net savings, and with the funds thus obtained, it would be 
posible to pay very limited hospital benefits to all of the aged or, 
as another choice, more generous benefits to persons above the age of 
68 or 72. 

Now, you can start on that limited basis, conscious of the fact that 
these are costly programs in any event, however they are paid for, and 
start on an experimental basis. Or you can start on a broad spec- 
tram of benefits, and say it is not only hospital, nursing home care, 
but doctor services at the home or the office, and home nursing serv- 
ices, diagnostic services, all those things which make a well-rounded 
health program, but the minute you do that, of course, you run into 
amuch more costly program, and that is the choice that people have 
who are working on this kind of problem. 

Now, the administration found a way out of this dilemma. It was 
the dilemma with which all students were confronted. We were 
confronted with it as we wrestled with it, talked about it with 
hospital administrators and with doctors and others, and with social 
security experts. The administration was confronted with it, and for 
over a year they wrestled with this problem. They found a way out 
and their way was to talk about a broad spectrum of benefits and list 
them—they call them the A to J benefits, 10 benefits, a really glitter- 
ing array of hospital, home nursing, diagnostic, preventive, nursing 
home services, the works, everything—but then set them up under a 
mechanism such that very few people ever would be able to get them, 
amechanism that would require not only action by the Congress, not 
only an appropriation by the Congress and signature by the President 
after approval by the Bureau of the Budget, assuming, Mr. Chair- 
man, we have that approval, but then the adoption of this some pro- 
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gram by 50 State legislatures, each of which would have another 
veto. So there is a whole series of hurdles between the individual 
who is presumably covered and the actual receipt of the health benefits 

Now, this was a neat way out of a real dilemma, if it is a way out, 
It gets them out of the dilemma, but it does not help the old people 
who need medical care. You promise the works but under a mech. 
anism that assures that your check will never have to be cashed, 

Now, we just don’t believe that that is dealing in a fair and square 
way with the problem. We think it is ducking the problem rather 
than really facing up to it. 

Now, the bill for health care of the aged is going to be paid, we 
believe. That is, rich generous-hearted America is not going to ignore 
their needs. The whole question before this committee is how it is 
going to be done. 

Families are not going to neglect their elder members, they are 
going to care for them to the limits of their ability, even though often 
at tragic cost to their younger members. It is precisely because health 
charges can be very heavy, and because you can never anticipate where 
they are going to fall or whom they are going to hit, that assured 
methods of payment through an insurance mechanism is the most 
practical approach. 

It is partly because we believe that whatever Federal funds are 
available should be utilized most effectively that we object to costly 
administration by 50 separate State agencies and commercial insur- 
ance companies. We understand that Secretary Flemming himself 
told the House Ways and Means Committee that the per capita cost 
of administering his proposal would be $17 a year as compared 
with $6 under the Forand bill. 

If the Secretary is worried about the regressive nature of the present 

ayroll tax, as he indicated yesterday before this committee, he could 
join with us in raising the tax base from the present $4,800 to $6,000 
or $9,000 or in removing it entirely as the late Prof. Sumner Slichter 
of Harvard University proposed. It is not difficult to introduce a 
substantial element of progressivity in the social security tax. Buta 


— tax, even with the present overall earnings ceiling, is much | 
ess regressive, especially so far as retired people are concerned, than | 


the sales taxes and other taxes on which States and localities rely 
for the major part of their revenues. 

The Secretary’s program would put half the cost on such regressive 
taxes. 

The social insurance approach to health care of the aged can be 
based as the present program is on clearly defined contributions. As 
a matter of fact, better controls on costs are available under this 
mechanism than under the open end approach as authored by the 
administration or as built in to the House bill, because there is a 
commitment to meet whatever the States choose to do. 

Now, it is perfectly possible to ese a separate fund for health 


benefits as in the case of the disability program. That was done, I 


believe, at the initiation of Senator Kerr, it was originally his sug: 
gestion in 1956, when criticisms of the disability proposal along the 
same lines that the Secretary made yesterday about an insurance ap- 
proach to this were being offered, saying, “You never know how 
much it is going to cost, this would wreck the social security trust 
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fund. This could run us all into the red. It could be the end of our 
whole social security system.” All right, Senator Kerr and his col- 
Jeagues said, let’s set it up as a separate fund, let’s limit the liabilities 
of the fund to its assets. This was done, and now we find this was 
such a sound method of financing that we could eliminate the age 
provision and we can do as this committee and the Senate and the 
Congress concurred in 1958, in adding dependents to that. So that it 
is perfectly possible, in fact it is more possible, under this approach, 
to have the necessary fiscal controls on the problem than it is under 
the open end approach such as authored by the administration. 

It seems to us that the administration proposal is fiscally irrespon- 
sible in this respect. In this regard, and Senator Douglas mentioned 
a moment ago, we recall Governor Rockefeller’s criticism of the ad- 
ministration, he said, “while admirable in purpose,” and we have 

d to that, “is basically unsound from a fiscal viewpoint.” And 
I would suggest that Nelson Rockefeller knows something about the 
handling of money and is able to recognize a sound fiscal program. 

Now, it is odd to us that this administration is constantly opposing 
programs—I understand today it is contemplating a veto of the raise 
for Government employees, because of the cost. of around $700 mil- 
lion—but they come in with a program here with an open-end com- 
mitment around $600 million from the Federal Government, and say 
that is all right because the bill isn’t going to come due until next 
year. It isn’t in this year’s budget, said Secretary Flemming, and 
so it is all right to commit ourselves to an open-end commitment of 
this kind. 

Senator Doveias. May I ask a question, Mr. Cruikshank. When 
you say the administration program is an open-end program I as- 
sume by that you mean there is no control over the ultimate costs? 

Mr. CruiksHank. That is correct. 

Senator Doucias. And whatever the ultimate costs would be you 
would have to have the States and the Federal Government meeting 
virtually seven-eighths of them ¢ 

Mr. CrurKsHANK. That is correct; yes. 

Now, we in the labor movement are confronted in this respect as 
we so often are with a practical choice, and we believe that. what we 
are offering and what we espouse here is ene that is fiscally responsi- 
ble. Iam proud of the fact that organized labor has never asked for 
ah Increase in coverage or in the amount of benefits under the social 
security system without proposing also the method of financing it 
on a sound long-term basis, and we are not proposing that. this pro- 
rem, this extension of social security into a new type of protection 

provided without also providing for the method of payment. 

The whole social security system started on a relatively small start, 
it only covered about three-quarters of the workers in industry when 
It started, and now it is extended until it covers nine-tenths of the 
working people of the country. It has been built on, as Congress 
has had a chance to observe its practical operation. We believe there 
is the same situation here. If this bill can make a limited start, 
Which admittedly doesn’t meet: all the problems and does not cover 
all the people, but. makes a limited start, let Congress observe it, let 
the advisory committee study it and let them bring in their recom- 
mendations. If it starts to get out of hand it can be controlled and 
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it can be limited. If it proves sound, as the disability system has 
proven sound despite all the dire predictions, then we can build oy 
this to meet some of the larger problems in some of the broadgy 
areas. 

It is entirely feasible to work out a practical and sound program 
within the defined cost ceiling. For example, at a level premium cog 
of one-half of 1 percent of taxable payrolls, a plan can be developed 
which would make possible a good start for all beneficiaries 68 years 
of age and over. Payments could be made for up to 365 days of hog. 
pital care and subsequent skilled nursing home, recuperative care up 
to 180 days, and for visiting nursing service in the home. To provide 
these alternative forms of care, within this cost ceiling, two separate 
$75 deductible payments by the beneficiary would be necessary . Such 
a plan would be of enormous value in providing protection in long- 
continued illnesses without overloading hospitals. 

We are informed that Senator Anderson and some of his associates 
are working out a proposal along these lines, designed to supplement 
the limited care provided in the House bill, with a basic plan of social 
insurance protection. The AFL-CIO will gladly support such 4 
program and we hope this committee will incorporate it into the bill 
which is reported to the Senate. 

There are other desirable features in H.R. 12580 which we approve, 
We regret they don’t go further and we regret particularly that it 
doesn’t do anything very substantial or anything really at all in the 
way of standards on unemployment compensation, and other provi- 
sions of the whole broad social security program that are so much 
needed. 

The public assistance amendment included in the new title 16 are 
limited and we feel quite inadequate although they are a step in the 
right direction. But the great majority of aged should not have to 
turn to public assistance, whether it is dressed up in title 16 or in any 
other way, and an income test or a means test are not desirable as 
the basic form of protection. People do not want to have to swear 
to indignecy, declare their resources, list relatives who might help 
them, and be subject to investigation, often by poorly trained and 
inexperienced people. 

If the great majority of the aged can receive substantial protection 
as a matter of right through old-age, survivors, and disability insur- 
ance, the States and localities will be relieved of a tremendous finan 
cial responsibility which will otherwise increasingly overwhelm them. 
Without health benefits through social security, the House proposals 
for health care of the aged are like a roof without foundations. We 
urge your committee to add the foundations so that the aged may live 
out their lives constructively and with hope. 


a AS 


Mr. Chairman, and members, this concludes my prepared state 


ment. 

I should like, if I may, in addition to the editorials which I ask to 
be introduced and which you agreed to, to introduce two other things: 
an analysis dated April 12 of the Javits bill, S. 3350, and also am 
analysis dated May 12, prepared by my department, of the admini- 
stration plan. I would appreciate it, Mr. Chairman, if these could 
also be included in the record. 

The Cuarrman. The insertions will be made. 
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Thank you very much, Mr. Cruikshank. 
(The material referred to follows :) 


§rATEMENT OF NELSON CRUIKSHANK ON §S. 3350, A HEALTH INSURANCE FOR THE 
Acep BILL, INTRODUCED APRIL 7, 1960, By SENATOR JAVITS AND OTHERS 


We have studied 8S. 3350, the health insurance for the aged bill, introduced 
last week by Senator Javits and several of his colleagues. The scope of bene- 
fits and the objectives described by Mr. Javits in introducing the bill are laud- 
able. We have come to the conclusion, however, that the mechanisms provided 
in the bill cannot accomplish the fine things it aims to do. 


1. State financing 

We see virtually no possibility that each of the 50 States, many of which are 
already in substantial debt and financial difficulty, would raise the necessary 
funds to put this program into operation. By Senator Javits’ own conservative 
estimate $640 million of State funds would be required. 

There is no question but that the major legislative problem faced by the States 
today is that of raising funds to meet the growing needs for which the States 
have already assumed responsibility. 

The States and localities are currently going deeper and deeper in debt. Be 
tween 1946 and 1958 their total debt increased from $16 billion to over $57 bil- 
lion. By 1970, State and local outlays for programs to which the States and 
localities are already committed may well reach $85 billion—nearly twice the 
present level—according to projections of the National Bureau of Economic 
Research. 

Most State tax structures already impose the heaviest burden on families 
least able to pay. Additional taxes would be most likely to take increasingly 
regressive forms. 

2. Federal financing out of general revenues 

The prospect of getting an appropriation of nearly half a billion dollars (again 
using Senator Javits’ own estimate) out of general revenues for the health care 
of the aged, passed by Congress and signed by the President this year, is at 
best, remote. 


8. Scope of benefits 

Senator Javits’ statement which accompanied the introduction of S. 3350 
contained this hopeful description of benefits: “Generally, a ‘service plan’ 
would provide 60 days of full cost, semiprivate hospital care or the equivalent 
cost care in a nursing home for the aged and make satisfactory provision for 
surgery both in and out of the hospital, hospital medical care, visits to the 
doctor's office, along with necessary laboratory tests, diagnostic X-rays, spe- 
cialist consultations, and visiting nurse service in the home.” 

There is nothing in the bill to justify such an optimistic view of the benefits 
which would be provided. The only benefit specifications which the bill con- 
tains are that each plan must provide outpatient care up to one-third of the 
premium cost, that coverage during an individual’s temporary absence from the 
State must be included, and that plans of both the indemnity and the service 
variety must be offered in all of the States. This last provision is weakened by 
the qualification that service plans need only provide service benefits in part, 
with no limitation on how small the service part may be. 

Thus, it is altogether possible that a plan could obtain approval to partici- 
pate in the proposed program and receive Government subsidies under it while 
providing partial and inadequate indemnification for only a few of the services 
and only some of the care listed by Senator Javits. 


4. Negotiations with carriers 


The task set by S. 3350, for 50 State governments, to negotiate with a multi- 
tude of insurance carriers is not only formidable, it is most unlikely to be car- 
ried to a successful conclusion. Early this year, a crack task force of experts 
within the U.S. Civil Service Commission, trying valiantly to negotiate one 
Similar program for far fewer people (U.S. Federal employees), was nearly 
overwhelmed by the complexity of the task. 

The original authors of S. 3350 were perhaps not unaware of this difficulty, 
for the analysis which accompanies the bill states that ‘In instances where 
State cannot contract with a private carrier, State is permitted to provide the 








242 SOCIAL SECURITY AMENDMENTS OF 1960 


coverage.” At some stage, however, the provision of the bill to which this state. 
ment refers must have been deleted, for it can be found nowhere in the bill a¢ 
introduced. ” 


5. Income test 


We cannot conceive of any way that the income test provided for in 8. 3359 
could be made to work with any degree of equity and some guarantee Of the 
preservation of the dignity of the potential health plan subscriber. There jg no 
indication in the bill as to whether it would be a State or Federal agency which 
would bear the responsibility of prying into the income of the elderly Citizens of 
the Nation. The income test as proposed is clumsy and inequitable. 


6. Use of commercial insurance carriers 


Commercial insurance companies would be eligible, along with nonprofit health 
plans, to write Government subsidized health insurance for old people unde 
this proposal. There is no evidence available to lead one to believe that a spp. 
stantially greater part of the subsidy would go into benefits for old people thay 
would go into insurance company profits. 

Fifty years of practical experience in the field of workmen's compensatig, 
demonstrates that putting what is in essence a social insurance program jy 
the hands of commercial carriers results in extravagance, waste, inefficiency, 
and deterioration of the basic purposes of the program. In 1958 employers 
in the United States paid $1,235 million to private insurance carriers to ingyp 
their risk under State workmen’s compensation laws. In this same year th 
insurance carriers paid cash and medical benefits in the amount of $694,373.09: 
in other words, 56.2 cents out of every premium dollar went into benefits t 
injured workmen and their dependents that year. 

The total benefits paid under all accident and sickness policies underwrittey 
in the United States by commercial carriers in 1958 amounted to 71.2 cents 
out of each premium dollar. Under individual policies only 48.6 cents of ead 
premium dollar went into benefits in 1958. 

The record of commercial insurance carriers with individual noncancelabl 
policies, to which the policies in the Javits bill would be most analogous, was 
even worse. Under these policies, during 1958, only 40.8 cents out of ead 
premium dollar was paid in benefits. 

We trust that the objective of Senator Javits and his colleagues who ar 
cosponsors of S. 3350 is the same as ours: to find a way to lighten the finance) 
burden of sickness in old age. We are dismayed that they should propose; 
route to this goal so circuitous that it cannot reach the goal at all. 

There is a direct and workable method: the use of the social security system. 

The use of the social security system would allow aged people to dray 
benefits as a simple matter of right, with their income or their poverty not a 
issue. The funds under a program like the Forand bill would go into health 
benefits for old people and not into insurance company profits. Financing 
would come from the contributions made by people during their working live, 
with a matching contribution by employers. There would be no added financial 
burden on Federal or State Governments, or on the meager incomes of people 
who have retired. 

The Forand bill would make it possible for voluntary insurance plans, bot 
commercial and nonprofit, to grow and prosper by relieving them of a ris 
with which they cannot cope. It would provide health benefits to old people i 
an effective and economic way. 


INHERENT DEFECTS OF THE TYPE OF HEALTH PLAN FOR THE AGED PROPOSED 
BY THE EISENHOWER ADMINISTRATION 


The plan presented by Secretary of Health, Education, and Welfare Arthi 
S. Flemming to the House Ways and Means Committee on May 4 contain 
inherent shortcomings which cannot be overcome even by major modifications 

The executive council of the AFL-CIO on May 5 stated that “We are forte 
to conclude that this program has evidently been shaped to meet the political 
demands of an election year rather than the urgent needs of the aged.” Pret 
dent Meany told the press that same day that his personal opinion was thi 
the Flemming program would be worse than no bill at all. 

The administration has not yet introduced a bill spelling out its propos#l 


ERENT 


a _ 


nor has it released to the public detailed information on its actual operation @} 


cost. But enough is known to warrant conclusions on the serious disadvantag® 
of this type of approach. 
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A. SHORTCOMINGS OF THE ADMINISTRATION PLAN 


The major inherent defects are as follows: 


1. The proposal rejects the most universal, economic, and dignified approach, 
“namely the use of the old-age, survivors, and disability insurance system 


Through social insurance, people can contribute during their working years 
and be assured benefits in their old age as a matter of right in whatever State 
they choose to live. After retirement, they need make no contribution. 


>» The Federal Government abdicates its responsibilities to the aged by making 
"the payment of any benefits completely dependent on action by each of 50 
State legislatures and Governors 

Even most of the decisions as to the nature of the program are left to the 
States, including, apparently, such important aspects as methods of assuring 
that individuals would actually get the benefits outlined, any minimum stand- 
ards as to quality of care that would be paid for, any safeguards against excessive 
charges, and any regulation of the practices and profits of the commercial 
insurance companies involved. 

Some $600 million or more of Federal funds would thus be made available 
to support State plans which could be highly inadequate and wasteful, with 
large sums going to subsidize commercial companies. 

This abdication to the States flies in the face of known facts about the diffi- 
culties of securing effective and constructive State action. Many States are 
financially impoverished since they are having to meet ever-higher expenses for 
schools, health, and many other programs. Governor Rockefeller has un- 
doubtedly expressed the views of many other State officials when he says that 
the administration plan could result in “a very serious fiscal situation, very 
high costs, and cumbersome administration.” 

Close to 60 percent of all State tax revenues come from regressive sales taxes 
levied on Consumers, and the necessary $600 million of State funds would be 
largely raised through heavy levies on low-income people, including the aged 
themselves. 

The AFL-CIO State labor organizations know from long experience the diffi- 
culties that they encounter in securing liberal social laws and adequate appro- 
priations at the State level. The conservative elements which always oppose 
such legislation would either block any action or insist on the inclusion of 
damaging provisions directed toward the demands of the insurance industry 
rather than the needs of the aged. 


3. The proposal would not in fact provide the real help that most aged persons 
require 

The huge cash outlays that would have to be made by each before he could 
receive any benefits would mean that the majority of the aged who have incomes 
of $1,000 or less would not subscribe at all or would be forced to exist on still 
more meager budgets for food, rent, and other necessities. Only the aged who 
are on public assistance would not themselves have to make large payments 
before becoming entitled to benefits. The program is thus completely inadequate 
for the very group who must desire a constructive program, namely the people 
living independently on modest means who want security combined with dignity. 

The financial barrier to seeking early, preventive care would remain. Medical 
costs would continue to be an ever-present threat and would in fact wipe out 
lifetime savings. 

Some illustrations indicate the financial burden involved. A person with 
annual medical bills of $700 (and the Secretary indicated that 15 percent had 
average bills of this size) would have to pay more than half of this cost out of 
his own limited income. 

Take the case of a widow over age 65 with an annual income of $880—which 
is the median income of all women over 65 with any money income at all. Let 
us assume she has a medical bill of $440—half of her annual income. Under 
the administration plan, she would have to pay herself $24 in enrollment fees 
for that year, plus $250 deductible, plus 20 percent of the remaining bill, or 
$38—a total of $312. Her total reimbursement would be only $152. She would 
have as net income for that year the sum of $568—less than $11 a week. 
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4. The proposal would not make benefits available as a matter of right but 
instead would require a yearly income test which is still uncertain in ity 
content and inevitably confusing and inequitable in its application 

Some persons with incomes just above $2,500 would not qualify while others 
with higher incomes would continue to be eligible for the subsidy once they haq 
met the test. For elderly people not familiar with complicated forms, this ty 
of requirement would lead to great confusion and anxiety. Millions of older 
people would thus suffer indignities, especially since Secretary Flemming cOn- 
templates that the program would be administered through the State Welfare 
departments. 


5. Administration would be costly and unnecessarily complicated, involving the 
use of at least 50 different State agencies as well as a Federal administra. 
tive agency, plus commercial insurance companies 


As much as one-sixth of the total Federal-State appropriation might wel] pe 
needed for administrative cost alone. This would mean an amount equal to ona 
third of the total Federal appropriation. Instead of utilizing the eligibility al. 
ready established for old-age and survivors insurance benefits, the annua] in. 
come test would in itself require a substantial staff if flagrant and widespread 
abuses were to be avoided. 

In connection with the actual payment of claims by individuals, the State 
agencies and insurance companies would either have to have a large staff to 
substantiate evidence as to whether bills had actually been paid or would dis. 
burse huge sums without investigation. 


6. The prospective use of commercial insurance carriers, both as agents under 
the State-run plan and as independent operators under the optional plan 
introduces undesirable elements of many kinds 

The AFL-CIO executive council stated: “52 years of experience in the 
field of workmen’s compensation amply demonstrates that the use of commer. 
cial insurance in what is essentially a social insurance program is inefficient and 
extravagant. It inevitably results in channeling a large portion of the premium 
dollars away from the beneficiary and into the coffers of private insurance 
companies.” 

The administration proposal has apparently been shaped to meet the objec. 
tives of the commercial insurance carriers. It adopts one of their preferred 
patterns, namely major medical insurance, with a huge deductible amount and 
coinsurance. This is in contrast to the preferred policies of the leaders of the 
Blue Cross movement, who favor complete payment for early days of hospital 
care. 

The possibility of overutilization of facilities should be avoided not by finan- 
cial barriers, which keep people from receiving necessary care, but by hospital 
review committees and similar procedures which the leaders in the health pro- 
fessions already favor. 

The administration proposal involves no Federal standards for commercial 
insurance companies, in spite of the wealth of evidence that State regulation 
has proved ineffective in protecting consumers from many abuses, such as can- 
cellations, exclusion of persons with chronic ailments, excessive charges, and 
even loss of protection through bankruptcy. 


7. The proposal is no more “voluntary” than use of the social insurance mech 
nism 

As the New York Times editorial of May 10 points out, “the administration 
bill involves the same, but a less obvious, kind of compulsion. Taxpayers as a 
whole—including those not given protection—would be compelled to cover the 
costs of State and Federal subsidies.” 

Elderly persons themselves would have to pay taxes even though not protected 
in the State where they live or because of incomes above the level set. Younger 
persons would not be assured that when they reached age 65 they would get any 
benefits in the State in which they then resided. 

Health benefits added to old-age and survivors insurance could be supplemented 
by private policies if the individual desired, just as present benefits are supple 
mented in many cases by annuities or life insurance. But the administration 
proposal would tend to impose the major medical approach, with its undesirable 
features, on the State programs and on Blue Cross. Thus, individuals would 


have a narrower choice, not a broader one, in terms of the type of protection 
available. 
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g. The wide variations in the State plans would create serious barriers to effec- 
tive protection of the aged 

Any State which attempted to finance and enforce an adequate program within 
the loose Federal framework provided would find itself at a competitive dis- 
advantage in regard to taxes with States which had no programs at all or very 

rones. The very States which would receive a higher proportion of Federal 
assistance, because of their low per capita incomes, are often the same States 
which permit or encourage the movement of industries into their areas through 
the lure of low taxes. The higher income States, which would bear a larger 
portion of the Federal financial load, would receive proportionately less in return 
and encounter increasingly the contention of businessmen that they must reduce 
their taxes in order to retain and attract industry. 

For the aged, the State-by-State approach would introduce great complexities 
and inefficiencies. It is by no means clear how a person who moved from one 
State to another within a year, or purchased medical services in the District 
of Columbia although living in Maryland or Virginia, would be assured of receiv- 
ing full credit or repayment of the type theoretically promised. Difficulties and 
inefficiencies all too familiar in connection with unemployment compensation 
and public assistance would be accentuated under the administration proposal, 
with each State setting its own standards, if any, as to licensing requirements, 
maximum fees, and related specifications. 


9. No provision is made for tares to finance the Federal share 


Under the Forand bill, sufficient funds are provided through the payroll tax 
as in other sections of the old-age, survivors, and disability program. 


B. THE ALLEGED ADVANTAGES OF THE ADMINISTRATION PLAN 


The above description of major shortcomings of the administration proposal 
is in itself a refutation of many of the arguments as to its advantages. Certain 
claims of Secretary Flemming and Vice President Nixon and others need further 
analysis. 

1. The administration proposal does not “pinpoint the area of greatest need” 

Unlike the Forand bill, it requires aged persons, with their low incomes, to 
pay large sums themselves before getting help with their medical bills. (See 
item 3 above.) Even Secretary Flemming estimates that only three-fourths of 
the theoretically eligible people not on public assistance would take advantage 
of the opportunity offered through paying the enrollment fee of $24 per person 
per year. 

The Forand bill, as it now stands, would provide benefits to more aged persons 
in its first year of operation than would the Secretary’s plan, according to his 
own estimates. For those on public assistance, the proposed use of the new 
system of benefits would result in less return per dollar expended insofar as the 
elderly themselves are concerned. 

We understand that State welfare administrators oppose the Flemming pro- 
posal as a substitute for the social insurance approach. 

An increasingly large proportion of older people will be entitled to old-age 
and survivors insurance benefits in the years ahead. A smaller and smaller 
proportion will be without such protection and, therefore, would need to have 
health protection furnished in some other way than through the inclusion of 
health benefits in the OASDI system. 

Certain obvious steps can be taken immediately or in the near future to assist 
the one out of four aged persons who would not receive health benefits under 
H.R. 4700 as now written. About 1% million of these persons are now covered 
under Government programs for their own employees, by the veterans’ programs, 
or by the railroad retirement system. These groups could either have special 
legislation to provide them with health benefits or they could be included in the 
Forand type of bill, as the railroad unions have requested. 

If health benefits are added to OASDI, the old-age assistance rolls will be 
reduced, since 700,000 of the old-age assistance recipients now also receive old- 
age benefits. In the years ahead an increasing proportion of the elderly would 
have their savings protected against heavy medical costs and not have to turn 
to public assistance at all. 

For those who must turn to public assistance more effective methods of paying 
for health care are desirable. But Federal funds available for this purpose will 
be more effective if utilized in accordance with the recommendations of the 
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Advisory Council on Publie Assistance than if used for the purchase of major 
medical insurance. 

Another possible approach for those not already under any of the social insur. 
ance programs is to provide health benefits as a matter of right out of general 
revenues in a manner similar to that included in the McNamara bill, 8S. 3508, 


2. If the Congress wishes to include a broader package of benefits in the legisla. 
tion, additional types can be added to the Forand bill 


The basic advantages of prepayment during working years and receiving 
benefits as a matter of right applies to any kind of benefit. In testimony before 
the Ways and Means Committee in July we indicated that it would be desirable 
to explore the possibility of adding outpatient diagnostic care and home-nursing 
care through a community agency. 


3. The administration plan does not avoid the objections of those who fear that 
a Government program will mean “socialized medicine” 

Like the Forand bill, it would require the use of fee schedules and negotiated 
rates. But instead of one Federal set agreed upon by each provider of service, 
there could theoretically be 50 different State schedules. 

Actually, as the New York Times editorial points out, “under the Forand bil} 
neither hospitals nor surgeons taking care of beneficiaries would be under Goy- 
ernment control.” 

Senator Frear. I would like to ask one question of Mr. Cruik- 
shank. 

I think you read a telegram or a statement made by the Governors, 
conference, and in it you said that recognition of need by States— 
was that a correct intrepretation ? 

Mr. CrUrKSHANK. if I said that, I think I was in error. What I 
meant was that the Governors now recognize the need to take action 
in this area. 

Senator Frear. Yes. Do you think that was meant that the Fed- 
eral Government should take action in lieu of State action or action 
by Governors of different States? 

Mr. CrurksHank. Well, the resolution and the telegram, there were 
two actions from Glacier Park. 

Senator Frear. Yes. 

Mr. CrourksHank. Both asked the Federal Government to take 
action in this area. 

Senator Frear. Do you think that is a proper approach, and _what 
I mean is to ask you this, do you think that the Governors of the States 
should ask the Federal Government to take action in this area when 
this, as the chief executives of their own States are or seem to be pass- 
ing this problem on to the Federal Government when actually it is 
a part of each State ? 

Mr. CrurksHank. Well, I think that the Governors are simply sup- 
porting the use of the social insurance mechanism here to meet this 
problem, and they are expressing a view with which I would agree, 
and I think many experts in social security would agree, and it was 
adopted as a basic policy in 1935 that these risks, the risks of old age 
are lifetime risks, and that they cannot be met by an insurance pro- 
gram on a State basis, that they are lifetime risks, with people moving 
all over the country, working in all parts of the country and that the 
only way that a social insurance mechanism can meet this is a Federal 
social insurance mechanism. 

Now, I haven’t read actually the telegram, but, while I have heard 
about their action it would indicate what they are supporting the social 
insurance approach to the problem. 





theit 
rop 
fe 
its a 
M 


are | 
pria 


Gov 
the! 


Ide 
they 
this. 
mec 

N 
hav 
iS : 

ro 
Pp S 
pro 
not 


tior 
S 
ent 


tee SOD ee TD) Se 


wh 
of | 
tha 
the 
tha 


Wo 
lin 


age 
So 
grt 
the 


slo 
gre 
ins 
shi 


th: 








ijor 


sur- 
ral 


sla. 


ing 
ore 
ble 


ing 
hat 


ted 
ce, 


vill 
Ov- 


k- 


rear @®& 


mH 


=~ ey eee a OF 


a “Gs 


SOCIAL SECURITY AMENDMENTS OF 1960 IAT 


Senator Frear. You don’t think, then, the Governors are shirking 
their responsibilities in taking care of the aged in their State in not 
roposing & plan in which the State in some form or another, either 
in conjunction with the Federal Government or on its own take care of 

a . 
emma. No, quite to the contrary, I think the Governors 
are making a deliberate decision as to what they consider an appro- 

riate Federal function as against an appropriate State function. 

Senator Frear. In other words, it is your opinion then that the 
Governors have said this is purely a Federal function and is without 
the realm of the chief executives of the several States? 

Mr. Crutxsuiank. I don’t believe I could quite interpret it that far. 
[don’t think they have said this is purely a Federal function. I think 
they said, in fact I know they said, that the best mechanism meeting 
this, the major part of the problem, is through the social insurance 
mechanism which vt the Federal Government can operate. 

Now, they have a lot of the problem still with them, and they will 
have a considerable part of the problem still with them 1f our proposal 
is adopted, and I think they are prepared to carry that part of the 

roblem under a Federal-State setup. 

Senator Frear. I think that is true, because if I understood your 
proposal correctly, those who are not covered by social security would 
not be protected. 

Mr. CrurksHank. Well, they would have the Federal-State protec- 
tion as proposed now in the House bill. 

Senator Frear. What is Federal-State protection, is that a joint 
enterprise ? 

Mr. CrurKsHank. Yes, sir, just as public assistance is, sir. 

Senator Frear. Just as old age assistance is? 

Mr. CrurKsHank. Yes, sir; that is correct. 

Senator Frear. Do you think that that is worked fairly satisfac- 
torily ? 

Mr. Crurxsnank. I think it has worked quite satisfactorily on the 
whole. Wecertainly have made a great deal of progress from the days 
of the county courthouse, but we have always recognized, and I think 
that the Governors, and I think the States and the welfare people in 
the States have recognized, that since 1935 our national policy has been 
that the first line of protection is our social insurance system. 

Now, they have always understood there would be some people who 
would fall between the meshes of this net and that you need a second 
line of protection. There will always be some people out of the social 
security system, whether it is a health system or whether it is an old- 
age, survivors and disability system. From the first, title I of the 
Social Security Act was a joint Federal-State old-age assistance pro- 
gram which would catch those people who fell through the meshes of 
the net of social insurance. 

_So if this provision of social insurance could be added to the provi- 

sions of the present House bill, it would be consistent with what Con- 
gress has done for the last 25 years: make its first line of defense its 
insurance system, its second line of defense a public assistance system 
shared by the State and the Federal Governments. 

Senator Frear. Well, you are giving me a pretty broad explanation 
that I really didn’t ask for, but I am glad to have it. However, I 
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think, this is a personal point of view, I have a great admiration fo 
those who want to protect and care for the aged, and especially the jj] 
who are aged or the aged who are ill, and I am sympathetic with tha 
type of program, although basically I feel as though the States, jp 
their rights, should not ignore their responsibilities, and certainly one 
of the responsibilities of the States should be the protection and ¢are 
of the aged. I, therefore, think we should not generate this into g 
purely Federal program but it should be a cooperative deal. As 
matter of fact, I would be much happier if it were purely State, but 
T recognize the difficulties of that. But I do think the States should 
not give up their responsibility in the protection and care of these 
indigents and aged. Therefore, I feel as though they should have q 
part in it and the only way for them to have a part and to be respon- 
sible is to have a financial part. 

Mr. CrurksHank. Well, I don’t think that the position of the 
Governors is one of abdicating their State responsibility. 

Senator Frear. Yes, abdicating you said ? 

Mr. CrurksHank. Abdicating. 

Senator Frear. Yes, that is right. 

The Cuarrman. Thank you very much. 

Mr. CrurksHank. Thank you, sir, and thank you, gentlemen. 

Senator Doveias. May I ask a question ? 

Mr. Cruikshank, I want to thank you for your very able testimony, 
There are two or three questions, however, that I should like to ask, 
The first is, is it not more desirable to have ample provision for nurs. 
ing in the home for the aged than too much emphasis on hospital 
care? Is not the health problem of a great many of the aged a type 
of senility, which does not require hospital care, where, with practical 
nursing, or with supervised skilled nursing, the ordinary needs of the 
aged persons can be met in the home itself? If these benefits are not 
provided, but hospital benefits are, the tendency will be for the aged 
senile to go into the hospitals and to stay there. Will not the hospitals 
therefore become more or less warehouses for the aged senile? §o 
the question I should like to raise is really this, Should we not develop 
the nursing in the home provision more fully than in the Forand bill 
because in the Forand bill I believe it is left out completely ¢ 

Mr. CrurxsHank. That is correct. 

Senator Doveras. And it seems to be somewhat skimped in your 
testimony where you provide, vou say, “payment would be made up to 
365 days of hospital care and subsequent skilled nursing home reeup- 
erative care for 180 days, for visiting nurses services in the home.” 

Now, in the shadings of emphasis, shouldn’t we give a good deal of 
emphasis for nursing in the home even though we may provide the full 
provisions for hospital care? 

Mr. CrurksHank. I think that isa very sound position Senator. 

In effect, you are doing that, I believe when you put in these two 
deductibles. You are in a sense thus discounting hospitalization, al 
though, of course, we always have to remember that the decision to go 
to a hospital is not the inividual’s decision. He can only go when his 
doctor sends him to the hospital, and doctors try, I am sure, to make 
that decision on a strictly medical basis, but doctors are human, to0, 
and when they see a person who is in need of care, and there is net 
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proper care in the home, the doctor probably has a great deal of emo- 
tional pressure on him to send the person to the hospital. 

Senator Doveias. Exactly. : 

Mr. Crurksuank. If there were home nursing services available 
and a method of paying for them such as we are proposing here, that 
doctor would not have that hard choice to make. Consequently, you 
could not only meet the humanitarian and social need here, you could 
meet part of your economic need. You can take care of a person at a 
home with a minimum home nursing service, at a fraction of the cost 
of what it needs to maintain him at an expensive hospital. 

Senator Dovenas. I am very glad that you say that, Mr. Cruik- 
shank, I am sure you have taken part in informal conversations about 
the drafting of the proper bill, and I would like to register my own 
very deep concern that adequate provisions be made for home nursing 
and also that if necessary to finance this, we could cut down some- 
what on the amount of hospital care. 

Mr. CrurksuHank. Yes, I think so. Actually, the nursing home 
services are a very small part of the finanemg those that could be 
provided under community visiting nurses associations, the cost esti- 
mate is one one-hundreth of 1 percent of payroll. 

Senator Doveias. Well, I don’t mean to have merely visiting nurses, 
but practical nursing from people who come in for an hour or so a day, 
to help fix up the old person. 

Mr. CrurksHank. Yes, I think they should be under the super- 
vision if they are practical nurses, of registered nurses and doctors, 

Senator Dovetas. That is quite all right. But there is such a thing 
as overprofessionalizing the service, too, because you run up the costs 
under those conditions. 

Mr. CrurksHank. Yes, but we wouldn’t want to be paying for 
poor medical care in any event. 

Senator Doveras. I am not proposing that we swamp the profession 
with Sarah Gants, but I do think that practical nursing has a 
distinct place. 

Mr. CrurksHank. Yes, I think this can be worked out, Senator. 

Senator Doveias. There is one final question. You say that you 
can have the social security approach used which would cover approxi- 
mately 1114 million of the 16 million over the age of 65. 

Mr. Crurksuank. A little more than that. It would cover nearer 
121% million. 

Senator Doveias. 1214 million. 

And those on public assistance could be covered under the title 6 
of the House bill. That would be 1.8 million ? 

Mr. CrvurksHank. Roughly that; yes, sir. And then you would 
cover the railroad people in the-—— 

Senator Doveras. There is an intermediate group of people who 
are not on public assistance and not under social security. These 
are mostly the professional people who were not covered prior to the 
1950 act, and who have limited incomes, who would never under any 
conditions submit themselves to the means test. Should there not be 
some intermediate method for caring for them? I though that one 
of the great merits of the McNamara bill was that it did include these 
people who number approximately, as IT remember it, 1.3 million. 

Mr. Crurksnank. Yes; roughly that. 
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Well, there are various devices, of course, in which this Toblem 
can be met. Our immediate proposal is that with the addition of 
this, to which could very readit be added the railroad coverage, thig 
pene to the present House bill, I think you fill all the chinks jn 

y one device or another. 

Senator Dovcias. Well, but you still have a very large number of 

ople who are not under social security, not under old age assistance, 

ut who are in a zone of need. 

Mr. CrurksHank. Yes. You can meet them under the mechanism 
of the social security, but I don’t think they should be charged to the 
trust fund. 

Senator Dovetas. I agree with you. 

Mr. CrorksHank. The Federal Government, the mechanism of 
social security 

Senator Dovetas. Could you not provide a plan such as that which 
Senator McNamara proposes where these ais be provided by Fed- 
eral grant ? 

Mr. CrurksHank. Yes; that is what I mean. 

Senator Doveras. Along the lines of the administration’s plan? 

Mr. CrurksHank. Yes, or the House bill. 

Senator Dovatas. Yes. 

Mr. CrurksHank. Any of these variants, and when you take out, 
say, the Government employees, which are a large group that are not 
in social security, and you take out the railroad groups, you have 
reduced that to a pretty small figure. There is now before the Con- 
gress a provision to provide care like this for the Government en- 
ployees, and it would be very simple to amend the Railroad Retire. 
ment Act, to integrate that with the proposal your committee would 
bring out, to reduce that to a minimum. The minimum is very im- 

ortant, if you are one person who happens to be in that minimum, 
3ut that can be done as the McNamara bill proposes by bringing 
them in and making a payment out of grants by the Government to 
cover it. 

Senator Doveras. Thank you very much, and I want to congratt- 
late you on the testimony. 

Mr. CrurksHank. Thank you, sir. 

Senator Hartke. Mr. Chairman, may I be permitted to ask a ques 
tion or two. 

The Cuarrman. Yes, sir. 

Senator Harrke. Thank you. 

I would like to ask you, Mr, Cruikshank, as I understand it you 
represent wage earners; isn’t that right ? 

Mr. CrurksHank. Our members are mostly wage earners: yes, sit 

Senator Harrxe. And generally speaking, Secretary Flemming 
contends that the social security approach is detrimental to the wag 
earner’s best interests, and he claims that the Federal-State approach 
would place the Federal cost onto a progressive tax base, rather than 
onto, as he claims, those people who are less able to support it, the 
wage earner. 

I would like for you to comment, not at leneth, but on this conter 
tion of the Secretary of Health, Education, and Welfare. 

Mr. CrurksHAnk. I am surprised that the Secretary takes a pos 
tion that you describe, because he administers this program and le 
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must know the history of this, that the wage earners themselves have 

heen the first to say that this is the mechanism which we prefer. It is 

to us that the people who object to the payroll tax are not the 

ple who pay it. Somebody is always coming in to protect our 

membership, our people against paying a tax which they themselves 
want to pay. : f ; 

I think that when it was proposed back in 1953 that the social secur- 
ity contribution rate be held down to 1 percent, which it was at that 
time, and the scheduled rate which was then in the Jaw, not be allowed 
to go into effect, there was one of the greatest outpourings of mail and 
telegrams from the very people who have been affected, saying, 
Please allow this increase to go into effect.” Working people 
know that money doesn’t grow on bushes and if they want a sound 
insurance progeees that is soundly underwritten, they are going to have 
to pay their share of it, and they are the pon who are wanting to 
extend this type of protection to the health bill, or to their health 
problem, so not only is there no objection on their part, there is an 
acceptance of this mechanism. They want it and they are willing to 
pay for it. 

Senator Hartke. Let me ask you another question. 

The Secretary also contends that the administration proposal in- 
cludes physicians’ fees whereas most of the other proposals do not. 
Would you comment on the absence of the physicians’ fees, and do you 
think it should be included in any bill ? 

Mr. CrurcksHank. Well, that, again, is something which we are 
confronted with. You can have this broad spectrum of benefits, you 
can cover everything you want to and every time you do you raise the 
costs, and the Secretary’s proposal really in one way does not include 
the physicians’ fees, anyway. It only authorizes States to pass ap- 
propriations which can include physicians’ fees. That is they may or 
may not be included. 

But we feel that it is a sounder approach to do just what Congress 
has been doing for 25 years, to start with a manageable part of this 
problem, explore it, develop our administrative techniques and ex- 

rtise, see how it works and not try to bite off a whole thing at once. 

ake the things that are of the most urgent need and are manageable 
in size, undertake those, and see how we make out, and then let Con- 
gress look at it in another year or 2 years and see how this program 
is going. Services of the physician in the home and office are an im- 
portant part of a health program. But they are not included in our 
roposal because we are just not consciously covering the whole thing. 

a trying to take a manageable part of it and see how we make out 
with it. 

Senator Hartke. May I ask you this, sir, what about a separate 
fund not connected with the social security fund, would you care to 
comment upon such a proposal ? 

Mr. Crurxsuanx. Well, I think it has distinct advantages. It 
would still permit you to use the social security mechanism. e did 
that with disability, and it has proven to have some advantages and 
I think it might be very well to have a separate fund in which the 
administrators of the program had to cut their cloth to the income of 
the funds, and they could not commit themselves beyond the income 
of the fund. I think it might have definite advantages in keeping the 
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public and Congress informed in clear bookkeeping, a simple way of 
just. what this was costing, just what the income of this was without 
intermingling it with any other fund. I think there might be peg] 
advantages to this. 

Senator Harrker. Let me ask you this, Mr. Cruikshank, in regard 
to health care for the aged, even though it be charitable, somebody 
has to pay that bill; isn’t that true? 

Mr. CrurksHank. Yes, sir. 

Senator Hartke. And the only way that you can cut down on the 
cost is to cut down on the care? 

Mr. CrourksHank. That is right. 

Senator Harrke. And the substance of this is for about 16 million 
people today that society, in one form or another, not Governmeni, 
but society, is not providing for medical care and saving itself part of 
the cost. 

Mr. CrurksHank. That is correct. 

Senator Harrxe. And 

Mr. CrurxsHank. At the cost of the old people themselves, 

Senator Harrxe. At the cost of the old people in their minds as 
well as in their physical well-being. 

Mr. CrurksHaAnk. That is correct, yes, sir. 

Senator Hartke. And that is why the Secretary, along with every- 
one else, I think, agrees that this is a present human need, national 
in scope, which a National Government should meet now in this Con- 
gress. I think that is why it is very important that we understand 
that the wage earners’ representatives here agree to the general 
principle of the need. 

IT would like to point out to you, however, that in regard to your 
statement about the broad array of benefits which were provided, and 
then you say provide a mechanism which would prevent many of them 
from receiving their benefits. In other words, you said ducking the 
problem. 

This situation, and not so uncommon, could develop under this 
proposal. Take a 66-year-old man earning $3,600 a vear. He is 
single, he gets ill, he retires under social security at, say, $80 a month, 
He would be force to wait, first. in order to get on in the enrollment 
period, to pay that $24 fee, until his annual income was below $2,500 
in any fiscal year, in order to be eligible to enroll, and under such 
proposal it would be not unusual at all that he would probably have 
to wait as long as a year in order to get coverage, and in the meantime 
he could have hundreds and maybe thousands of dollars of expense, 

Mr. CrutksHank. That is quite true, ves, sir. 

Senator Hartke. In other words, this program as submitted by the 
administration is like a boy with a bad burn, and we put butter on 
it, it cooled it off for the moment, didn’t do much good but made 
evervbody feel like you have done something. 

Mr. CrutKsHank. That is right. I believe that is a fair character- 
ization of it. 

Senator Harrke. Allright. Thank you, sir. 

The Cuamman. Thank you, sir. 

Mr. CrurksHank. Thank you very much. 

The Cuatmrman. The next witness will be presented by Senator 
Curtis. 
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Senator Curtis. Mr. BE. J. Faulkner. 

Mr. Chairman, in presenting Mr. Faulkner to this committee I 
wish to present him not only as the president of the Woodman Acci- 
dent Life Co. of Lincoln, Nebr., and representing three important 
associations, but I would like to present him as one of our outstanding 
citizens of Nebraska, an individual who has given much time to pub- 
lic service, Serves On many community committees and commissions, 
and his views on this as well as other issues represent, reflect, rather, 
his devotion to the public good, and the interest of our economy and 
our »ple generally. 

Faulkner ? 


STATEMENT OF E. J. FAULKNER, AMERICAN LIFE CONVENTION, 
HEALTH INSURANCE ASSOCIATION OF AMERICA AND LIFE IN- 
SURANCE ASSOCIATION OF AMERICA; ACCOMPANIED BY DAVID 
ROBBINS, ASSISTANT DIRECTOR OF RESEARCH, HEALTH INSUR- 
ANCE ASSOCIATION 


Mr. Favuixner. Mr. Chairman, and gentlemen of the committee, 
I thank the Senator for his very gracious introduction. As he has 
told you, my name is FE. J. Faulkner, I am the president of Woodmen 
Accident & Life Co. of Lincoln, Nebr., and I appear today in behalf 
of the American Life Convention, the Health Insurance Associa- 
tion of America and the Life Insurance Association of America. 

The gentleman who sits beside me is Mr. David Robbins who is 
the assistant director of information and research of the Health 
Insurance Association. 

The association for whom I speak today include in their member- 
ship insurance companies having in force approximately 90 percent 
of the voluntary health insurance underwritten by insurance com- 
panies in the United States and Canada. 

My comments are directed particularly to title 6 of H.R. 12580, 
which would add to the Social Security Act a new “Title X VI—Med- 
ical Services for the Aged.” 

What action, if any, Congress should take to impose on the Federal 
Government greater responsibility for financing some health care 
costs for certain of the aged is a question that demands the most 
judicious and unhurried appraisal. Many proposals now pending 
on this subject would have the most profound and harmful effects on 
our economy and present arrangements for provision of health care. 
Particularly when it has not been established that any crisis exists 
in the financing of the health care of our senior citizens, when not a 
single substantiated case has been brought forward in which an aged 
person who needed and sought health care has been denied it because 
of inability to pay, and when the whole situation surrounding this 
question is characterized more by confusion than by clarity, we urge 
that you adhere to your tradition of high responsibility by avoiding 
action until the proper course is clear. The confusion and marked 
diversity of view pertinent to this subject are well illustrated by the 
large number of sharply varying proposals now pending before your 
committee. Within the limited time set for hearings and considera- 
— multiple facets of this subject cannot be thoroughly eval- 
uated, 
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The insurance business has made giant strides in providing volyp. 
tary protection for the whole American people including the 
Specifically, several methods are being employed to provide the aged 
with protection against the costs of health care. 

Under group health insurance there are three principal ways throy 
which benefits are provided for older persons and their depend. 
ents. 

The first is by continuance of their benefits while they remain jp 
active employment past normal retirement age. 

The second is through the continuation of their health insurance 
after they retire. 

The third is by conversion of group benefits to individual policies 
at retirement, and I may say, sir, parenthetically, that in these devices 
the insured person frequently has the assistance of his employer in 
paying the premium, 

articularly in the short period since 1952 there has been a spectaeu- 
lar growth in group coverage of the aged—especially the retired aged, 
For example, the increasing effectiveness of voluntary programs js 
demonstrated in a recent survey of private employee benefit programs 
in New Jersey. Of the 538 plans reporting, 94.9 percent of today’s 
employees will have hospitalization coverage available to them after 
retirement. This contrasts with 42.6 percent in 1950 and 17.5 per- 
cent in 1940. 

Individual health insurance for retired persons providing lifetime 
coverage on a guaranteed renewal basis is widely available. This 
coverage can be purchased at advanced ages without evidence of good 
health. Contracts are now available to people at younger ages which 
become paid up at age 65 providing lifetime coverage without fur. 
ther premiums payments. 

The insurance business is proud of this progress. It is in the public 
interest. It has brought the protection of voluntary health insurance 
to 130 million Americans of all ages. Certainly the Congress will not 
wish to take any action which would halt this progress and destroy 
voluntary health insurance for the aged. 

Despite the remarkable progress made by voluntary insuranee, 
there is doubtless a small residual group among the aged for whom 
costly illness may present a serious problem. However, the dimen- 
sions of this problem have never been adequately established. There 
is increasing evidence that the conclusions reached by some about the 
status of the aged and manner in which their health care is financed 
are not well grounded because they are premised on fragmentary, in- 
adequate, and incomplete data. The most prevalent erroneous assum 
tion or impression is that most of the a d of our country are not able 
to contribute to financing their own health care costs. Where adequate 
surveys have been made, the inaccuracy of such a presumption is estab- 
lished. For example. in Vermont, which has the highest portion of 
aged citizens of any State, a survey of aged patients showed that over 
80 percent had the resources to pay their doctor bills from Blue Shield 
or insurance benefits, income, or savings. In the absence of positive 
proof that a majority of our aged are unable to provide for their 
own health care needs, we submit that it is socially and economically 
undesirable to adopt a Government plan providing health care cover- 
age for all retired individuals as a class, 





oul 
abl 
the 


the 
the 








un. 
ged, 
aged 


ugh 
end. 


n in 
ance 
icles 


‘Ices 
r in 


S is 
ams 
Ly’s 
fter 


rer 


ime 
his 


ich 
ur- 


lic 


SOCIAL SECURITY AMENDMENTS OF 1960 255 


H.R. 12580 seeks— 
to assist aged persons who are not eligible for public assistance, but do not 
have the means to pay their medical bills when illness oecurs or continues. 

The bill seeks to accomplish this objective within the framework of a 
Federal-State program with broad discretion allowed the States. 
The insurance business has long supported the concept that older 
le who are unable to finance the cost of health care for them- 
glves because of limited financial means should have assurance that 
health care is available to them when they need it. To that end, we 
have supported public assistance programs to supplement the efforts 
of private agencies. To the extent that this principle is embodied 
in H.R. 12580, we support the bill. However, H.R. 12580 could be 
implemented by the States through the use of such liberal eli ibility 
tests as to provide health care assistance for individuals and families 
who might otherwise provide for their own health care through in- 
surance. The insurance business opposes any program, at the Federal 
or State level, which would produce such a result. 

In summary, the insurance business has examined all the proposals 
pending before Congress for financing health care costs of the aged. 
It is our considered opinion that all of them with the possible ex- 
ception of H.R. 12580 would mean the end of voluntary health in- 
surance of the senior citizens. Additionally, many of these proposals 
would impair or destroy the private practice of medicine, would add 
immeasurably to our already crushing tax burden, would aggravate 
our severe public fiscal problems, and would entail the other undesir- 
able consequences pointed out in our testimony a year ago before 
the House Committee on Ways and Means, reference H.R. 4700. 

We urge upon you the advisability of deferring action to place upon 
the Government further responsibility for the health care costs of 
the aged until more adequate and accurate information is available. 
Consequently, we strongly recommend that the committee withhold 
approval of any health care proposal. We feel that in no event should 
it go beyond reporting the House-approved measure, H.R. 12580. 

‘hank you, sir. 

The Cuarrman. Thank you very much, Mr. Faulkner. 

Any questions? 

Senator Doveias. Mr. Chairman, may I ask Mr. Faulkner, did I 
understand him to say that he would prefer that we should not pass 
title VI of the House bill, that title being medical services for the 
aged? Your preference would be that that title not be passed, is that 
correct ? 

Mr. Favtxner. It is my judgment, Senator Douglas, that the con- 
fusion rampant on this whole subject is such that the course that is in 
the public interest. is the course of unhurried appraisal and delibera- 
tion. Let us get the facts. Let us view the problem carefully and in 
an unhurried way, and then I believe that the proper course in the 
public interest will be clear. 

Senator Dovaras. If I may translate into immediate legislative 
action, do I understand that you oppose the passage of title VI at this 
session of Congress or this year? 

Mr. Fautxner. My position, sir, is that the Congress will serve 
= public interest by taking no action on a health-care proposal at 

s time, 
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Senator Dovetas. Therefore, you do not believe we should pass 
title VI? 

Mr. Fautxner. That is correct. 

Senator Dovetas. Thank you. 

May I ask other factual questions, and especially those covered in 
your testimony? Do you have in your association any statistics indj. 
cating how many workers below the age of 65 are entitled to hospital 
or medical benefits, if they retire after the age of 65? 

Mr. Fau.xner. At the present time, Senator, there are 130 million 
Americans who have the benefit of voluntary health insurance, Prob. 
ably on the order of 40 percent of that number could be classified jp 
the worker category. Well over half of workers who are insured up. 
der voluntary health insurance will carry into the period of their 
retirement the benefits or some part of the benefits that they enjoyed 
during their working years. 

Senator Dove.as. The question is, What part of the benefits will jt 
carry ? 

Mr. Fautxner. The tendency, sir, is toward a very substantial part 
of the benefits, 

Senator Dovenas. Can you furnish figures on that? 

Mr. Favixner. We will be glad to supply documentation, Senator, 
(See p. 271.) 

Senator Doveias. Now, the next question I want to ask is about 
the sale to people who have already retired, of health insurance by 
individual companies. May I ask how many of these companies do 
provide such policies? 

Mr. Fau.kner. There are more than 1,00 companies active in the 
health insurance business today, Senator, and I would say to you that 
probably on the order of 150 or 200 companies operating nationally 
make available this protection to anyone who wishes to purchase 
them. 

Senator Doua.as. This is very interesting because yesterday Secre 
tary Flemming testified before us, and I asked him this specific ques- 
tion, and I think the record will bear out my memory, he said there 
were about four companies which sold health insurance to people over 
the age of 65, one of them a very well known company from your 
city, Mutual of Omaha. 

Mr. Fautkner. I am from Lincoln, Senator, not Omaha. 

Senator Doveias. Your neighbor. 

Mr. Fauikner. We have the highest regard for our friendly com 
petitor in Omaha. 

Senator, you appreciate, of course, that the Secretary is a very busy 
many, he has problems of enormous complexity and perhaps he was 
not adequately briefed in anticipation of the question that you asked. 

Senator Dovetas. Could you supply a list of the number of these 
which do? (See p. 271.) 

Mr. FautKner. Yes, we will be very glad to. 

Senator Doveias. What will be the monthly and yearly premium 
costs under these private plans for those over the age of 65? 

Mr. Favuixner. Part of the genius of private enterprise in the im 
surance business, Senator, is that it permits individuals to seleet the 
type of kind of coverage best suited to their needs. It permits labor 
unions and employers and associations of people to select that type 
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amount of coverage that they figure in their own interest is appropri- 
ateand proper. So it is very difficult, sir, to generalize on the subject 
of cost. You can get inexpensive insurance that provides minor 
benefits. You can get more expensive insurance that provides ade- 
quate benefits. : 

Senator Doveras. First let me ask about your own company. Do 
ou sell insurance to people over the age of 65 ? 

Mr. FautKNeER. Yes, sir. 

Senator Doveias. What are the benefits which you provide and 
what are the premiums ¢ 

Mr. FautKner. I can describe a typical plan, sir. We will be de- 













un- | jighted to provide an applicant hospital benefits on the order of $20 
heir per day, which in a reasonably low-cost medical area such as Nebraska, 





isquite adequate. 

Senator Doveias. For how many days? 

Mr. Fautxner. One hundred days for any one confinement to a 
hospital because of a simple injury or illness. On the order of $300 
maximum in a surgical schedule, on the order of $200 to cover the 
miscellaneous costs of hospital care, and at a premium of $12 to $13 
per month. 

Senator Doveias. What would be your monthly premium for this? 

Mr. FavLKNER. $12 to $13 per month. 

Senator DovuGias. $12 to $13 per month. Now, there are 12 months 
a year, that would be from $144 to $156 a year? 

Mr. FauLkner. Correct. 

Senator Dove.as. Are you familiar with the testimony of Secretary 
Flemming that 60 percent of the aged over 65 have incomes of less 
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hat than $1,000 a year ? 
uly Mr. Fau_xner. I did not have the privilege, Senator Douglas, of 





hearing the Secretary. 

Senator Doveias. That was his statement. 

Mr. Favixner. But I am familiar with that statistic. I would 
comment on it to the effect that this statement that a certain spectrum 
of the aged per capita only enjoy an income of $1,000 a year or less is 
not significant of the capacity of aged people to pay for their own 
health care costs. 

Senator Doveias. You mean that they have prior savings which 
they can use ? 

Mr. Fauixner. I mean, sir, that they have available to them a 






ver 












* variety of resources. 
i. Senator Dove.as. Prior savings plus contributions by children ? 
: Mr. Fautkner. One should not deny the child the opportunity to 
ras " . » 
d take care of his father and mother. [Laughter.] 
Senator Doveras. I mean those would be the two sources outside of 
ase . 
current income, 
Mr. Fauixner. Sir, there are many, many resources. 
- Senator Doveias. I mean prior savings would be one, certainly. 
Contributions of children would be another. What would be other 
. sources ¢ 
n- 





Mr. Fau_xner. Entitlement to pension benefits, entitlement to so- 
cial security benefits. 

Senator Dovaras. I think in his statement that includes incomes 
from those payments. 
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Mr. Favutxner. The figure of $1,000 annual income, of course, 
to the individual. This does not apply to the family circle, 
melds into the whole thing individuals with no income of their own 
A woman over 65, for example, would be reported as having no income 
but would normally be supported by the income or assets of her his. 
band. There are 127 million Americans who own life insurance: 
most of these life insurance policies have cash values. We know that 
the economic status of the aged, as a class, has improved more than 
any other age bracket in our population in terms of current liquid 
assets. We must not forget that the aged have less need in terms 
of current income than many other segments of the population. The 
aged, for example, are no longer raising their children. 

Senator Doveras. Excuse me, but do you think $1,000 cash income 
of $20 a week gives them much of a surplus with which to purchase 
a $144 or $156 insurance policy ? 

Mr. Favixner. Here, again, it is a question of the individual hay- 
ing the opportunity to pick and choose those things out of life for 
which he is willing to pay. 

Senator Dove.as. if he pays $144 to $156 for a policy practically 
he would do so at the expense of adequate food or clothing or housing 
accommodations. | 

Mr. Favu.Kner. Well, it is a matter of personal preference. If 
people wish to put a high priority of desirability on protection against 
the cost of health care, certainly that is their privilege. 

Senator Dove.as. And society should not help them to meet this 
problem ? 

Mr. Favutxner. Senator, the position of the associations for which 
I speak is that those of our aged who need help are entitled to it from 
society. 

Senator Dovertas. But under a means test. 

Mr. Fau.txner. On the basis of need. If there is a demonstrable 
need then society certainly should step in. 

Senator Doveias. Which they would have to prove. 

Mr. Fautxner. But society has a responsibility also, not to so en- 
cumber people in their working years as to make American life a 
sham. 

Senator Doveras. May I ask this: What percentage of your premi- 
oe go for administrative costs rather than for the payment of bene. 
fits ? 

Mr. Fauixner. This, again, is a question that cannot be answered 
with a quick generalization, Senator Douglas. Insofar as grou 
insurance is concerned, insurance in which the benefits are provided, 
many under one cotract, the cost of administration is substantially 
less tha 8 or 9 percent. When it is necessary for the insurer to go to 
individual people and solicit their patronage one at a time the ex 
penses are higher, obviously. 

Senator Dove.as. Yes. 

Well, now, on your policies, which you sell to those over the age of 
65, individual policies, you do have to go to them, don’t you? 

Mr. Fauikner. Yes. The majority, however, of the insurance in 
force on the aged, sir, is under group contracts of various kinds. 

Senator Dove.as. Well, I am speaking of the policies sold to people 
who already are of the age of 65. Have you figured out what the 
administrative costs are as a percentage of the premiums? 
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Mr. Favixner. The insurers, recognizing that aged people may 
find it somewhat more difficult than those in their working years to 
insurance premiums, have devised various means by which the 
,dministrative costs of policies, especially designed for older people, 
are Jess. Specifically, the commissions = to insurance salesmen on 
these contracts especially designed for older people is less. 

Senator Dova.as. I wondered if you would be willing to state for 
the record the administrative costs as a percentage of the premiums 
paid in by those over the age of 65 who take out individual policies? 

Mr. Fautxnenr. Sir, I will be glad to supply documentation for the 
record, and I ask leave to do that, because I don’t want to mislead the 
committee. But I would say to you that since there are so many differ- 
ent kinds of plans, you can’t just say it is 20 percent, or that it is 25 
percent. (See p. 271.) 

Senator Dove.as. But you were able to segregate the costs, the 
administrative costs when you dealt with group policies. You said 
there your administrative costs were 8 to 9 percent. 

Mr. Fau_tKner. That is correct, sir. 

Senator Doucias. Haven’t you been able to segregate the costs on 
these individual policies ? 

Mr. Fau.tkner. The costs, if you are speaking of the health in- 
surance business overall, individual contract, yes. 

Senator Dovatas. Well, then, suppose we start with that. 

Mr. Favixner. All right, sir. Overall, people of all ages, the 
administrative costs of individual contracts would range somewhere, 
depending on the company, from 20 to 35 percent. 

Senator Doucias. What would be an average figure? 

Mr. Fauckner. I would say 30. 

Senator Dovetas. I see you have your statistician with you, and 
I am sure that the Health Insurance Association of America has 
figures on this, and so I think you should feel free to consult your 
statistician. 

Mr. Fautxner. Thank you, sir. I have done that. It is our judg- 
ment that the average would be 30 percent on individual contracts. 

Now, it should be recognized, Senator, that the vast majority of 
health insurance in force in this country is under group coverages on 
which the administrative costs are on the order of 8 or 9 percent. 

Senator Hartke. Will the Senator yield at that point? 

Senator Dove.as. Yes, certainly. 

Senator HarrkKe. I am interested in this same thing. Let’s get at 
it in a different way. What are the loss ratios under the health 
insurance for those individuals? 

Mr. Fautxner. Here, again, Senator, we are confronted with a 
question that cannot be answered with a pat generalization because 
of the very heterogeneity of coverage. To give you an example—— 

Senator Harrke. Let’s not get out, I went through this yesterday 
with long speeches to every question and it took quite a bit of time. 
If you can’t give an answer, it is all right. But what I am trying 
to find out is the loss ratio. These figures are available as I under- 
stand from the exainination which your statistican has of the reports 
made to the State regulatory agencies. 

Mr. Fautkner. Senator, I will give you 

Senator Harrxe. If we can’t get an answer to it—— 
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Mr. Favuuxner. I will give you a quick number. 

Senator Hartke. All right. 

Mr. Fautxner. The overall loss ratio on individual health insur. 
ance in the United States today is on the order of 66 percent, but 
that number obscures more than it discloses. 

Senator Hartke. And it is not more nearly 50 percent? 

Mr. Fautkner. No. 

Senator Dovueias. May I follow up? Does that mean that two 
thirds of the policies taken out are lapsed before they become effective? 

Mr. Fautkner. I am sorry, sir, I don’t believe that is factually 
correct. 

Senator Harrxe. I think I would like to ask the other question to 
which I will get equally an obscure answer, but that is what is it for 
the group, for group policies ? 

Mr. FautKner. Ninety-one percent, Senator, 91 cents out of the 
premium dollar is returned in benefits. 

Senator Harrxe. And if, perchance we can supply figures which 
might correct that, you would be willing to correct the testimony? 

Mr. Fautkner. Certainly. 

Senator Harrxe. All right. 

Senator Curtis. Mr. Chairman, Mr. Faulkner, I noticed partieu- 
larly what you had to say on page 3 about your experience in New 
Jersey, 538 plans reporting 94.9 of today’s employees will have hos- 
pitalization coverage available to them after retirement. This con- 
trasts with 42.6 percent in 1950, and 17.5 percent in 1940. 

In general, the progress of medical and hospital insurance has been 
quite phenomenal in the last 5 or 6 years has it not 

Mr. Fauixner. That is correct. Since 1934, the volume of volun- 
tary health insurance in force in the United States has increased by 
3,200 percent, indicative of the facts that the American people like it 
and want it and will have it. 

Senator Curtis. If we proceed with this system what do you an- 
ticipate for the next few years! 

Mr. FauiKkner. Looking ahead, unless the field is preempted by 
Government, unless the voluntary health insurers are handicapped in 
their job of doing a job for the American people, we would anticipate 
that by 1970, 90 percent of the aged who need and want coverage will 
have the benefit of voluntary health insurance. 

Senator Curtis. The payment of this health insurance for an aged 
person by himself is a tax deduction, is it not 

Mr. FavuiKner. Yes, sir. 

Senator Curtis. That lessens his tax. 

Mr. Fauixner. Yes, sir. 

Senator Curtis. The payment for hospital and medical insurance 
by other than the aged if the aged person is his dependent, likewise a 
iax deduction, is it not 

Mr. Fauixner. Yes, sir. 

Senator Curtis. Personally, in view of the progress that has been 
made in the last 4 or 5 or 6 years and what is bound to happen, if the 
Government does not prevent it, in the next few years, I would like to 
see the tax benefit further extended so that if an individual paid a 
hospital and medical insurance premium for an aged person, and the 
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n did not have income so that he could realistically deduct 
thepremium himself, the payor can. 

In other words, I believe there might be a great, or a sizable rather, 

p of individuals in categories such as this, perhaps the mother and 

her have an income of $2,000 or $3,000, they are not dependent on 
the child, but the child is concerned as well as the parents about catas- 
trophic illness, and with an ineome of that size they would not have 
ay taxable income. 

e chances are they would have their double exemption for the 
two, they would have the standard deduction for paying taxes on their 
home or whatnot, and if that son or daughter paid a premium to take 
are of the catastrophic illness or other kind rather than add to his 
tax burden it would be lessened. 

Mr. FautKner. That is correct. 

Senator Curtis. Mr, Faulkner, you serve on a hospital board or 
two, don’t you ¢ 

Mr. FauLKNER. Yes. 

Senator Curtis. And you have for some time. 

Mr. FautKNer. For more than 12 years, Senator. 

Senator Curtis. What are some of the factors that make medical 
care costly ¢ 

Mr. FautKner. Probably the predominant factor in the cost of 
health care of all kinds and especially hospital care is the general in- 
ation of the price level. 

All right, sir. A second factor is that the health care available to 
the American people today is immeasurably finer in terms of quality 
than it was even 10 years ago. So that health care costs have risen, 
yes, but health care today in America is still one of the greatest bar- 
gains that any people has ever enjoyed. 

Senator Curris. Is there an area of improvement that would be 
desirable in the improvement of the management of hospitals, in the 
elicient running of hospitals in your opinion ¢ 

Mr. FautKner. Yes, sir, and I am delighted to be able to state to 
you, Senator, that hospital administrators are becoming more pro- 
ficient. I hope you will excuse the reference to an institution for which 
Ihave the greatest respect, and which I serve on, Bryan Memorial Hos- 
pital in Lincoln, Nebr., a relatively small hospital, 130-bed hospital, 
and yet that hospital, while carrying on a teaching program, while 
taking care of its proportionate amount of the indigent cases is still 
able to operate on such a basis that it can generate the cash for de- 
preciation and it can operate in the black. 

Senator Curtis. Would you care to give us the costs of various 
room accommodations there ¢ 

Mr. FautKNer. At the present time a private room is available at 
Bryan Hospital from $20, $22, and $23 a day, depending on the loca- 
tion of the room. A two-bed ward accommodation is available, at 
$14 and $15 a day. The hospital, at the present time is about to 
undertake a construction and rehabilitation program that will in- 
corporate the procedure known as progressive patient care. This 
assigns to the patient accommodations suited to his particular need. 
The patient who has just emerged from surgery is accommodated in 
the intensive care area, and there, with all of the concentration of 
facilities, and skills the cost would be on the order of $30 per day. 
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Then when he moves down after a period of 36 hours, perha 
or even less, to an area in which less intensive care is indicated hha on 
into what we call the intermediate department, and there the 
would probably be, in Lincoln, on the order of $16 or $17 a day. Fingal. 
ly he moves to the self-care area, at which the cost per day will be 
on the order of $9 or $10, substantially less, sir, than one would be 
charged in a first-class hotel, only for the right to place his head on 
pillow at night. 

Senator Curtis. That of course includes meals. 

Mr. FauLkKner. Yes, sir. 

Senator Curtis. There is no such thing as tipping as in a h 
as a general practice. In other words, it 1s your feeling that, in ad. 
dition to the voluntary insurance making strides, from the standpoint 
of good hospital administrators likewise a great deal of progress js 
being made. 

Mr. Fautxner. That is correct. 

Senator Curtis. In a period where the resources of the retired 
people are on the increase ¢ 

Mr. Fautxner. Yes, sir. 

Senator Curtis. If our present system operates as it does now, do 
you feel that a great many people, not only in the insurance field, but 
elsewhere, share your view that in the next very few years this volun- 
tary system will make strides comparable to the last 5 or 6 years! 

Mr. Fautxner. If we can reason from the progress that has been 
made over the last quarter of a century, particularly over the last 
decade, sir, there is no question in my mind of the competence of the 
voluntary system to take care of the vast majority of all Americans 
insofar as the costs of their health care are concerned. 

Senator Curtis. That is all, Mr. Chairman. 

Senator Hartke. Mr. Chairman, I interrupted Senator Douglas. 

Senator Doveras. Please go ahead. I have just two or three more 
questions. You go ahead now. 

Senator Harrke. Go ahead now. 

Senator Doveuas. I have simply three statistical questions to ask. 

How many people over the age of 65 are now under group 
contracts ¢ 

Mr. Favi«xner. Group contracts of all kinds of insurance service 
plans as well as insurance companies is that the question ? 

Senator Dovetas. No, just of insurance companies. 

Mr. Fauixner. They are on the order of 714 million over age 65 
who are insured for, under all kinds of arrangements. On the order 
of 3 million are insured by insurance companies. 

Senator Doveias. Under group contracts. 

Mr. Fauixner. And of that number, on the order of probably 1 
million to 1,250,000 under group contracts. 

Senator Doveras. About 1 to 114 million. 

Mr. Fautxner. Yes, sir. 

Senator Doveras. Under group contracts, those now over the age 
of 65. 

Mr. Favutxner. Issued by insurance companies. 

Senator Doveras. And 134 million to 2 million under individual 
contracts. 

Mr. Fauixner. That is correct, sir. 
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Senator Doveras. May I ask, how much does it cost for a person 
who retires to convert from a group policy to an individual policy? 

Mr. Fautxner. Well, the cost of conversion ordinarily is nil. The 
rate that he would pay under the individual policy would be accord- 
ing to the amount of benefit under the contract that he buys provides 
and as 1 have suggested to you, in my example out of my own com- 
pan , the premium for the benefits I described would be on the order 

13. 

— Dovetas. Suppose you have identical benefits under the 
individual policies as provided under the group — and under the 

up policy of course the cost is borne partially by the contributions 
of the younger workers although their incidence of disease is not as 


Non when the aged person departs from the protection of the group 
policy, and has to get the protection of the individual policy, the 

remiums for that group are supposed to meet the costs for that —— 
without being contributed to by the younger group. How much will 
the policy rate increase as he converts from a group to an individual 
policy? If you cannot give it in dollar terms, I suppose you could in 
percentage terms. 

How much do you have to raise the rate in order to meet the spe- 
cific costs of this upper age group as compared to the general average? 

Mr. FauLkner. Here again, we are confronted with a difficult gen- 
eralization, sir, but I can give you a figure. While it is true, as you 
have suggested that the incidence of disease among the aged is con- 
siderably more than among the younger, the incidence of maternity is 
considerably less. 

Senator Sedans. I think that is indisputable. [Laughter.] 

Mr. Fautkner. In New York State the premium for the benefits 
under the converted policy cannot exceed the premium for the benefits 
prior to conversion by more than 20 percent. So it would be in the 
range from 0 to 20 percent more. 

Senator Doveias. And not above 20 percent ? 

Mr. Fautxner. That is the New York law. 

Senator Dovcias. Yes, but what about the practices over the rest 
of the country ? 

Mr. Fau_Kner. Here again we are confronted with the difficulty of 
attempting to generalize about something that is not succeptible to 
easy generalization. 

I would say to you that probably the increase in premium over the 
rate charged for the worker during his active years would be in the 
range of 0 to 3314 percent. 

Senator Doveras. Excuse me, Senator Hartke. You have been very 
gracious and I regret my taking the time. 

Senator Harrke. Let me ask you, you are acquainted with the fact 
that the Secretary of Health, Education, and Welfare in his testimony 
here yesterday stated, asserted quite strongly that private insurance 
a cannot meet this need. 

_ Mr. Fautxnenr. I have been told that that was the Secretary’s asser- 
tion. I reserve the right to differ strongly with the Secretary on that 
score, 

Senator Harrxe. I think this is a great American right to differ 
with people. 
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Mr. Fauixner. Thank you, sir. 

Senator Harrxe. Do you know any other insurance company which 
approves of the social eee approach which I disapprove of? 

Mr. Fautxner. I know of only one, a company whose philosophy is, 
well, shall we say, somewhat at variance with the other companies in 
the business ? 

Senator Harrxe. That is nationwide, is that right? 

Mr. Fautxner. That is correct. 

Senator Harrke. And with the permission of the chairman I would 
like to insert this resolution into the hearings in this place under date 
of April 7 in which they do adopt the policy to support the use of 
social insurance principle to meet the health needs of older citizens 
and for further detail. 

(The document referred to follows :) 


RESOLUTION ApopTED BY NATIONSIDE INSURANCE 30ARD OF 


DIRECTORS, 
APRIL 7, 1960 


Whereas the Nationwide Insurance Cos. are deeply committed to the principle 
of helping people to meet their social and economic needs ; and the health needs 
of their older citizens are among the most urgent and pressing social problems 
remaining unsolved; and 

Whereas most of the health costs of older people are not being met by insur- 
ance as evidenced by certain statistics which indicate that 86 percent of couples 
receiving social security benefits in 1957 had none of their medical care costs 
met by insurance; and 

Whereas certain statistics indicate that most older people had neither the 
income nor the assets to meet such expenses as evidenced by the figures that 
nearly 4 out of 10 couples over 65 years of age had total income of less than 

2,000 in 1958 : Be it 

Resolved, That it be the policy of the Nationwide Insurance Cos.— 

(a) To support the use of the social insurance principle to meet the 
health needs of older citizens ; 

(b) To support the application of this principle in appropriate legislation 
to provide basic health insurance to those eligible for old-age, survivors, and 
disability benefits as a feasible and desirable step in this direction; and 

(c) To continue our efforts in our own insurance program, in conjunction 
with cooperative health plans, and as members of the private insurance in- 
dustry to provide further health care through voluntary coverage in addi- 
tion to that which may be furnished through government programs. 


Mr. Favutkner. Senator, even in this insurance business it is per- 
missible to have differences of viewpoint. 

Senator Hartke. That is good, too, sometimes. 

Mr. Fau.xner. Indeed it is. 

Senator Harrke. In competition and for the price of premiums. 

Mr. Fautkner. One of the great and virile characteristics of the 
health insurance business in this country is the keen free competition 
that characterizes it. It has been an enormous force for progress 
and it has made possible situations in which the American people can 
pick and choose the kind of coverage that they need and want. 

Senator Harrxe. I would like to comment briefly here on one of 
the statements. You say health care is still one of the greatest bar- 
gains enjoyed by Americans, is that right ? 

Mr. Fautxner. The quality of the health care, yes, I subscribe to 
that. 

Senator Harrxe. How about the quantity ? 

Mr. Facixner. The quantity is of such character, Senator, in m 
judgment, that anyone who needs health care and seeks it has it avail- 
able to him irrespective of his ability to pay. 
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Senator Hartke. Would it make any real difference to you, and I 
jssume the truthfulness of your statement, if actual cases were 
brought to your attention and you could see and visit some of these 
people-— 

r, FauLKNER. I would welcome the opportunity to be brought up 
to date, if you please, on that score. — 

Senator Harrke. Let me say, sir, to you, I don’t want to go into 
detail, if you would accompany me rather than elicit your information 
from black-and-white sheets, 1 would be happy to accompany you and 
show you the deplorable condition of the health of some of these peo- 

Je, which I personally have witnessed, and it is a sorry sight. 

Mr, FautKNER. Senator 

Senator HarrKe. They are not going to buy insurance policies from 
your insurance company or any others. 

Mr. FauLKNER. Sir, on no less than three occasions over a period 
of that many years I have asked, in the position of a witness, 1 have 
made the statement that I have made to this committee, and to my 
knowledge there has never been brought forward the case of an aged 

rson who needed and who sought health care and has been denied 
it because he could not pay for it. 

Senator Harrxe. Well, you should go to Evansville, Ind., where 
they play it on the front page of the Evansville newspapers. 

Mr, FautKner. In California, as my colleague reminds me, the 
Los Angeles County Medical Society periodically inserts a display 
advertisement in the newspaper requesting people, who are in need 
of health care and who are unable to pay for it, to call the number 
and a doctor will be sent, and there is no response. 

Senator Harrxe. All right. Let me say to you for information 
that that might be misinterpreted, I don’t think this is applying 
particularly to Evansville, 1 just mentioned that because that is 
where my home city is, but I think this is true in every other city and 
here again I respect your right to disagree with me. 

You have made one other statement I want to get to just quite 
hurriedly, in which you comment upon the strides which insurance 
companies made for the protection of the whole American people 
including aged for which I congratulate you for the good work you 
have done, and I would imagine then that you would dispute the 
contention of the Senate subcommittee on the problems of the aging 
in which they point out that in 1958 about 3 million families headed 
by individuals over 65 received less than $2,500 in income, and this 
makes about 6 million men and women with incomes of this amount 
or less, and that we have to add to this about 2 million unrelated 
aged individuals who received less than $1,500, a figures which is 
considered quite low in terms of adequacy. 

_In other words, there are about 8 million aged citizens living 
in what at today’s prices would almost have to be called poverty and 
that, in fact, if you go into the absolute figures and the overall posi- 
tion, the Federal Reserve Board consumers finance survey for early 
1959, among spending units with aged heads who have incomes of 
less than $3,000, 56 percent have liquid assets of less than $500, among 
those units with incomes of $3,000 to $5,000 only 30 percent had liquid 
assets of less than $500, and also that in the 10 years since 1949, there 
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has been no more progress in the proportion of aged heads of spending 
units with no liquid assets at all. 

In 1949 there were 32 percent; in 1959, 29 percent. An absolute 
figure is there was actually a retrogression because in 1949 there wer 
8.9 million, almost 4 million spending units with aged heads who had 
no liquid assets, but by 1959, 10 years later, there were at least 4¢ 
million an increase almost of 700,000 people of spending units wit) 
no liquid assets at all. 

An additional 3 million have no liquid assets of more than $509, | 
In other words, there are about 7.6 million or 7,600,000 people, who | 
have liquid assets of less than $500, in other words, there are mop : 
than 7.6 million aged spending units with between zero, not $500, but 
between zero and $500 and these do not take into account the fact that 
there has been an increase in medical costs and other costs of living 
since 1948, in the last 10 years. 

In substance what you are contending is that these figures leayp | 
a false impression or are in fact false. 

Mr. FautxKner. May I have the privilege to comment, sir? | 

Senator Hartke. Oh, yes, that is what I asked for. 

Mr. Fautkner. I am reminded of the remark attributed to the 
late great Lord Beaconfield, Disraeli who is purported to have said 
“There are liars, damn liars, and statisticians.” 

The comment that the learned gentleman from Indiana has offered, 
I think substantiates the principal contention that I attempted to make 
in my testimony, and that is that here is so much confusion, there js 
so much lack of sound and adequate information about this problem, 
that it would be deplorable for the Congress to take precipitate action 
in this area at this time. 

Senator Doveras. In what ways are the figures that the Senator 
from Indiana quoted false ? 

Mr. Fauixner. Senator, I certainly didn’t mean to imply that, and 
I hope you did not interpret that I suggested that the statistics quoted 
by Senator Hartke were false. I simply suggest to you that they ar 
conclusive of nothing. I suggest to you, sir, that an isolated statistic 
does not prove the case. I suggest to you that there are statistics 
available that would lead to the contrary point of view. 

Senator Hartke. Let me point out to you, sir, that these are not 
my statistics, nor the committee on the aged, problems of the aged, | 
these are the statistics of the Federal Reserve Board Consumer Finanee | 
Survey, a fairly reputable outfit in this world today, I think, sir. 

Mr. FautKner. Yes, indeed, sir. | 


eee 


Senator Hartke. And I hope we don’t ascribe to them that they 
are liars, damn liars. 
Mr. Fauikner. Or statisticians. 


Senator Harrxe. Or statisticians in the terms in which yon | 


described it. 


E 
Mr. Fautxner. We don’t ascribe anything to anybody. We simply | 


suggest to you that it is a futile endeavor to attempt to arrive ats 
total picture of varying needs on the basis of unrelated statistics. 
Senator Doveras. I would suggest that these are related. I dont 


see how you can sweep these figures under the rug, if they are true | 
Now if they are not true, why, of course, we should know about them, 


excuse me, Senator Hartke. 
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Mr. Fautxner. Well, if we are going to consider statistics, should 
we not consider the fact that two-thirds of the aged own their own 
homes, according to the Department of Health, ducation, and Welfare, 

Senator Hartke. That is fine, I am in favor of home ownership and 
[am sure the Senator from Illinois is. 

Mr. FavtKner. I am sure we are all in favor of it. 

Senator Harrxe. I am in favor of the other third owning their 
own homes. ] ; 

Mr. FautKner. I agree with you, sir, and I suggest to you that the 
way to permit them to own their own homes is to do things which 
will keep our economy from want and to keep our democracy from 
the burdens of Government and free from the fetters of big Govern- 
ment as much as possible. 

Senator Hartke. You do use statistics in operation as an insur- 
ance company, I hope. 

Mr. FautKNER. Yes, sir. 

Senator Harrke. Because I have a few policies of my own and if 
ou don’t I want to know about it. 

Mr. Fauixner. If it is legal reserve company you are pretty well 
protected. if 

Senator Harrke. You are familiar with the fact and I hope your 
actuary there or your statistician, would agree that one out of every 
four people born today has a right to expect to live to be 83 years 
of age. 

Mr Fautxner. I think that is the fact according to the modern 
mortality table. 

Senator Harrxe. And that the other three have a right to expect 
and can expect to live to be in their 60’s, probably 63 years of age, 

Mr. Fautxner. I believe that isso. 

Senator Hartke. This is a wonderful tribute to American progress, 
so by 1960, we have this situation for every 100 persons whose 
age is 60 to 64, there are 34 who now are 80. And these are primarily 
the parents and older relatives of those who are 60 to 64, the ones who 
were 80. 

By the year 2000, for every 100 persons between 60 and 64 there are 
going to be 67 people over the age of 80. And I want to know just 

ow we can expect this working population to provide for most of 
the medical costs of the parents as well as grandparents, not to mention 
the increased costs of raising their own families. 

Mr. Fautkner. Well, one of the ways is to permit the older person 
to continue to be productive. 

Senator Hartke. Productive. I am in favor of that. You mean 
to take off the $1,200 limitation on earning on social security ? 

Mr. Fautxner. That undoubtedly is an inhibiting factor. 

Senator Harrxe. I would like to subscribe that to my bill if you 
- like, I introduced that bill so I am in favor of that. That is 

@, 

You know, I am going to quit with this, I think that this is a good 
statement, pardon me, I think it is a remarkable statement that you 
made that one should not deny the right of a child to take care of his 
parents. You see I have six children. 

Mr. Fautxner. You are going to be well cared for, Senator. 
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Senator Harrxe. And I have therefore six definite and distinet gy. 
portunities for them to take care of me in my old age, and I am go) 
to try to instill them with this doctrine, and I hope that they yj 
acquire this particular doctrine at an early age in life so that I cay 
start my old age at the present age of 41. [Laughter.] 

Mr. Favutxner. Well, in the process of indoctrinating them, Sir, you 
will build a stronger America. 

Senator Harrke. One other thing if I could, then: You say “Coq, 
tainly the Congress will not wish to take any action which would halt 
this progress,” and you speak of the progress of the voluntary health 
insurance program. “And destroy voluntary health insurance for the 
aged.” 

If you have any statistics or any information which would substan. 
tiate this generalization I am sure this committee would certainly like 
to know about it. ’ 


Mr. Fautxner. Well, perhaps we can reason from the experienc | 


as to this in Canada. Health insurance is not like other kinds of jp. 
surance where it is possible for government and private insurers to 
coexist in the same field. To the extent that the Government provide 
a benefit in the health care area, it preempts the field, there is certainly 
no merit in having entitlement to a benefit at the public expense and 
then going out and buying the same benefit from a private insurer, 
and so it 1s our feeling, Senator, that to the extent that Government 
moves into this area the service of private insurers is precluded. 

Senator Harrke. But there is no really, you have no real facts or 
real anything to back this up ? 

Mr. FauiKxner. Well, in Canada, when they passed the national hos 
pitalization program. 

Senator Hartke. For the aged ? 

Mr. Favixner. No, for the whole population. 

Senator Harrxe. Well, now, we are talking about two different 
things. I don’t want to beg words with you but we are talking about 
legislation that deals with the problems of health insurance for the 
aged. 

Mr. FautkKner. Would an aged person, who is entitled to certain 
benefits from Government expend the money to duplicate those bene 
fits from a private insurer ? 

I think not. 

Senator Harrxe. If he had an income of less than a thousand do 
lars, I would think they would. 

Mr. Favuixner. I am quite certain even if his income was $100, 
a month he would not do it. 

Why buy again what is handed to you? So in this area, when gor 
ernment moves in the private insurer is excluded. And there is4 
sroclivity, Senator, as you must recognize from your study of social 
benefit programs in other countries, there is a proclivity of all of thes 
social benefit schemes to burgeon to the point where they become 
universal. 

Senator Harrke. In other words, social benefits schemes implies4 
sinister meaning. Would you tell us what you have in mind? 

I had in mind operation, operational here in the United States. 


Mr. Fauixner. Well, sir, one cannot fail to observe that once the} 


seed is planted of government’s acceptance of responsibility for doing 
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some part of a social benefit job, that Congress is under an enormous 
pressure to accept for the Government responsibility for that same 
job for all the people. 

Senator Hartke. All I asked you was whether you would identify 
one social benefit scheme, I think that is the word you used, “scheme,” 
which has had this disastrous effect, for the American people. Let's 
take the social security program as it has been instituted. Do you 
feel that is a scheme which reacted detrimentally ¢ 

Mr. Fauitxner. Well, I used the word “scheme,’ 
sense. There is no implication derogatory. 

Senator Harrxe. It certainly has not destroyed the private pension 
programs of the insurance companies. In fact they have multiplied 
out of all proportion tremendously. 

Mr. FautKner. Let’s not confuse cause and effect, Senator. 

Senator Harrxe. I am not saying cause and effect, 1 am saying as 
a practical matter since social security the private pension plans have 
expanded. 

Mr. FaviKner. Because during the period that we are considering 
private enterprise in the United States has moved ahead enormously, 
and it has provided our people with a higher standard of living, it 
has provided them with an income with which to secure for them- 
selves all of these things. 

Senator Harrke. Yes, that.is what I said. 

Mr. Fautkner. But life insurance is not health insurance, and that 
the value of a human life is without limit, and so it is quite possible 
for a man to be entitled to social security, and still if he has the com- 
petence to secure large amounts of life insurance, whereas if you are 
talking about health insurance if Government is providing him the 
benefit he has no need to secure it from private insurance. 

Senator Harrxe. I want to get back to these social benefit schemes, 
I mean where is one of them ¢ 

How about unemployment insurance? That is considered a social 
benefit scheme. Is that what you mean by scheme? 

Mr. Fautkner. The scheme, sir, according to Mr. Webster, is sim- 
ply an arrangement, and a device or a plan. 

Senator Harrxe. All right, fine. Vet's use whatever you want to 
use for the terminology and semantics. What social benefit program 
has been detrimental to the American people? 

Mr. Fautxner. I haven’t implied, sir, that any existing social 
benefit scheme has been deleterious. 

Senator Harrke. If you stated this to me I have to recognize this 
and if I recognize this, I just want to know what it is I have to 
recognize. 

Mr. Fautkner. Potentially if Government. accepts increasing re- 
sponsibilities for the welfare of the individual person, the time will 
come when the tax burden will be such that your six children and the 
other youngsters of the next generation will say “Pop voted himself 
too much.” 

Senator Harrxr. Well, in other words, we really don’t have any of 
these so-called schemes that we can point to, is that what you are 
telling me ? ; 
Let’s forget about the potential and about Pop and those things. 


’ in its dictionary 
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I am talking about now, do we have any of these programs tha 
you feel are detrimental ¢ 

In other words, possibly the Congress, if they are of such nature 
should consider repealing them. 

Mr. Fautxner. I am not suggesting that. 

Senator Harrxe. Are there any of these schemes then as you indi. 
cated a while ago or is this something on which you ask me to just 
assume a general principle which you have enunciated ? 

Mr. Fautxner. I am suggesting that as thinking people, part of 
our obligation is to look ahead, to anticipate consequences, and to go 
order our conduct as not to fall into bockerteona, as not to make life 
more difficult or impossible or not to burden our economy in such q 
way that the Americans cannt endure as a free people. 

Senator Harrke. I don’t think anyone in the United States wonlq 
so disagree with that statement. 

Mr. FauLkKner. Good. 

Senator Harrke. When you come down to saying these schemes 
again, I can’t get you to talk about them, and all I am asking you, 
and I am not trying in any way to take away from your testimony, 
but I would just like to know where these schemes are, and if we cay 
agree that there are none to date, so then it is pretty good because the 
Congress and the United States have done fairly well so far. 

Mr. Fau.tKner. There is no argument about that, Senator, life js 
full of schemes, private insurance schemes, social benefit schemes, all 
kinds of schemes. 

Senator Harrxe. I guess I am belaboring the point. Let me take 
one thing which I did forget. You talked about the hospital budgets, 
is that right, and how efficiently they are able to operate? 

Mr. Fautxner. I spoke, sir, only out of my experience in connec 
tion with one hospital, and a rather broad knowledge of the problems 
of hospitals generally. 

Senator Harrke. Recognizing their social benefit and their need 
for the people, the truth of it is that they do have certain tax benefits, 
do they not? I am not saying it is wrong, I just say they do have, 

Mr. Fautxner. Yes. 

Senator Harrxe. And the pay on a comparable basis as compared 
to the standing of nurses for the amount of education they required 
is not really in accordance with the general standard of comparable 
people is it? 

Mr. Fautxner. I could not agree to that, sir. I think the pay e- 
joyed by most registered nurses has been improved considerably and 
while they are certainly not overpaid, the pay scales for registered 
nurses broadly are not miserable. 

Senator Hartke. Those are all the questions. 

Senator Dovcias (presiding). Thank you very much. The com 
mittee will recess until 2:30 this afternoon, when hearings will 
resumed in the same room. 

Mr. Fau_xner. Thank you, gentlemen. 
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(The following was subsequently received for the record :) 


AMERICAN LIFE CONVENTION, 
Chicago, Ill. 
LIFE INSURANCE ASSOCIATION OF AMERICA, 
New York, N.Y. 
HEALTH INSURANCE ASSOCIATION OF AMERICA, 
Washington, D.C., July 5, 1960. 
fon, Harry F. Byrp, 
Chairman, Senate Finance Committee, 
senate Office Building, Washington, D.C. 


Deak SENATOR Byrp: During the course of testimony by Mr. E. J. Faulkner on 
behalf of the American Life Convention, the Health Insurance Association of 
America and the Life Insurance Association of America on H.R. 12580, Mr. Faulk- 
ner was asked to supply certain additional information for the record. 

1. Attached hereto is a list of 162 companies which sell policies of insurance 
to those aged 65 and above to assist in meeting the costs of health care. These 
coverages are diversified. Of recent origin are the mass enrollment 65-plus 
coverages Which provide around $10 a day for room and board charges up to 31 
or 60 days per confinement, plus hospital extras of up to $100 (or in the case 
of one eempany 80 percent of charges above a $100 deductible up to a maximum 
of $1,000), plus a surgical schedule with a $200 or $225 maximum. One company 
offers $5,000 major medical after a $500 deductible which can be used to supple- 
ment basic coverage. The cost of these coverages is approximately $7 to $8.50 
per month. However, other individual policies offer a choice of benefit levels, 
some going up to $25 for daily room and board charges. 

2. With reference to a question by Senator Douglas as to the proportion of 
benefits which present workers will carry into retirement, there is no specific 
documentation available on this point. In group insurance the general pattern 
among insured plans is to reduce benefits on retirement. In most instances, the 
benefits on retirement take the form of reduced maximum durations for hospital 
benefits or the imposition of calendar year or lifetime maximum benefits. The 
continuing coverage is substantial. For those individuals whose coverages are 
not continued, or who wish to supplement that which is continued into retire- 
ment, there is available the mass enrollment coverages referred to above. 

8. During the course of testimony, Mr. Faulkner responded that loss ratio on 
individual policies would equal 6634 percent. Mr. Faulkner appears to have 
misspoken himself because a more nearly correct figure for 1959 is estimated 
to be 56 percent, an increase of four to five points over 1958 for which year the 
loss ratio for individual hospital and surgical-medical insurance was 51.2 percent. 

In considering the ratio of losses incurred to earned income, it should be recog- 
nized that the percentage of premiums retained is no measure of the insurer’s 
profit. For example, the hospital surgical-medical loss ratio for individual in- 
surance for 1958 was 51.2 percent and for group insurance 91.8 percent. For 
25 leading insurance companies these loss ratios resulted in an underwriting 
profit for the year 1958 of six-tenths of 1 percent of the premiums earned. 
Divided between group and individual, the results were an underwriting loss of 
approximately 1 percent of premiums earned on group and a profit of approxi- 
mately 4 percent on individual policies. 

Out of the percentage not paid out in claims, the insurers were required to set 
up reserves, pay taxes, dividends to policyholders, and expenses, including the 
cost of claim administration in the health insurance field. The expense is rela- 
tively higher in the individual policy coverages than in the case of group cover- 
age. Individual contracts are sold through the agency system, premiums are 
collected on an individual basis and greater care must be exercised in under- 
writing to avoid antiselection. 
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According to the 13th annual survey of the health insurance counejj on the 
extent of voluntary health insurance coverage, of the persons covered p 
insurance companies at the end of 1958, 72 million persons had hospital expen, 
insurance, 63 percent being on a group basis and 37 percent on the individual 
basis. In other words, almost 7 out of 10 persons were covered under group plang 

Very truly yours, 
AMERICAN LIFE CONVENTION, 
RIcHARD FE. VERNOR, 
Counsel, 
HEALTH INSURANCE ASSOCIATION 
OF AMERICA, 
Rosert R. NEAL, 
General Manager, 
LIFE INSURANCE ASSOCIATION OF 
AMERICA, 
EvuGENE M. THORE, 
Vice President and General Counsel, 


Companies WHICH IssUE NeW POLICIES ON AN INDIVIDUAL BASIS TO Persons 
65 YEARS OF AGE OR OLDER 


Accredited Hospital & Life Insurance Co. 
Aetna Life Insurance Co. 
All American Life & Casualty Co. 
Allied Reserve Life Insurance Co. 
Allstate Insurance Co. 
Allstate Life Insurance Co. 
American Benefit Association. 
American Casualty Insurance Co. 
American Guarantee & Liability Insurance Co, 
American Hardware Mutual Insurance Co. 
American Health Insurance Corp. 
American Hospital & Life Insurance Co. 
American Life Insurance Co. of New York. 
American Life & Casualty Co. 
American Manufacturers Mutual Insurance Co. 
American Motorists Insurance Co. 
American Mutual Liability Insurance Co. 
American National Insurance Co. 
American Policyholders’ Insurance Co. 
American Progressive Health Insurance Co. of New York. 
American Republic. 
American United Life Insurance Co. 
Atiantie Life Insurance Co. 
Atlas Life Insurance Co. 
Austin Life Insurance Co. 
Bankers Life & Casualty Co. 
Bankers Life Insurance Co. of Nebraska. 
Beneficial Standard Life Insurance Co. 
Benefit Association of Railway Employees. 
Berkshire Life Insurance Co. 
srotherhood Mutual Life Insurance Co. 
Business Men’s Assurance Co. of America. 
California Life Insurance Co. 
California-Western States Life Insurance Co. 
Carolina Home Life Insurance Co, 
Celina Mutual Insurance Co. 
Central Assurance Co. F 
Central Standard Indemnity Co. Y 
Central Standard Life Insurance Co. 
Central States Health & Life Co. of Omaha. 
Colorado Credit Life, Ine. 
Columbian Mutual Life Insurance Co. 
Combined American Insurance Co. | 
Combined Insurance Co. of Newark. ; 
Commonwealth Mutual Insurance Co. of America. 
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(oMPANIES WHICH ISSUE NEW POLICIES ON AN INDIVIDUAL BASIS TO PERSONS 
65 YEARS OF AGE oR OLpDER—Continued 


Combined Insurance Co. of America. 

fompanion Life Insurance Co. 

(Connecticut General Life Insurance Co. 

Constitution Life Insurance Co. 

(ontinental Casualty Co. 

Countryside Casualty. 

(Craftsman Insurance Co. 

Detroit Mutual Insurance Co. 

fducators Mutual Life Insurance Co. 
fmpire State Mutual Life Insurance Co. 
Employers Mutual Liability Insurance Co. 
farmers & Traders Life Insurance Co. 
Federal Life & Casualty Co. 

Federal Life Insurance Co. 

Federal Mutual Insurance Co. 

Fireman's Fund Insurance Co. 

First National Casualty Co. 

Girardian Insurance Co. 

Globe Assurance Co. 

Globe Life Insurance Co. 

Great American Reserve Insurance Co. 
Great Southwest Life Insurance Co. 
Guardian Life Insurance Co. of America. 
Guarantee Reserve Insurance of Indiana. 
Guarantee Trust Life. 

Hartford Accident & Indemnity Co. 
Hearthstone Insurance Co. 

Home Fire & Marine Insurance Co. 
Hoosier Casualty Co. 

Illinois Mutual Life & Casualty Co. 
Independence Life & Accident Insurance Co. 
Inter-Ocean Insurance Co. 

Inter-State Insurance Co. 

International Fidelity Insurance Co. 
Jefferson Life & Casualty Co. 

Jefferson National Life Insurance Co, 
Life Insurance Co. of Georgia. 

Life Insurance Co. of Virginia. 

Lincoln Liberty Life Insurance Co. 
Lincoln Mutual Life & Casualty Co. 
Lincoln National Life Insurance Co. 
Lumbermens Mutual Casualty Co. 
Maryland Casualty Co. 

Massachusetts Bonding & Insurance Co. 
Metropolitan Casualty Co. of New York. 
Metropolitan Life Insurance Co. 

Michigan Life Insurance Co. 

Midwest Life Insurance Co. 

Minnesota Commercial Men’s Association. 
Missouri National Life Insurance Co. 
Monarch Life Insurance Co. 
Municipal Insurance Co. of America. 
Mutual Life Insurance Co. of New York. 
Mutual of Omaha. 
M.P.A. Mutual Insurance Co. 
National Accident & Health Insurance Co. 
National Casualty Co. 
National Fidelity Life Insurance Co. 
National Home Life Assurance Co. 
National Surety Corp. 
National Travelers Life Co. 
Nationwide Mutual Insurance Co. 
New York Life Insurance Co. 
North American Assurance Society of Virginia. 
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65 YEARS OF AGE oR OLDER—Continued 


North American Life Insurance Co. of Chicago. 
North American Life & Casualty Co. 

North Central Life Insurance Co. 

Northern Life Insurance Co. 

Northwestern Life Insurance Co. 
Occidental Life Insurance Co. of California. 
Ohio State Life Insurance Co. 

Old American Insurance Co. 

Old Equity Life Insurance Co. 

Old Line Life Insurance Co. of America. 
Olympic National Life Insurance Co. 
Pacific Mutual Life Insurance Co. 
Paramount Mutual Life Insurance Co. 
Pennsylvania Life Insurance Co. 

Pilot Life Insurance Co. 

Postal Life & Casualty Insurance Co. 
Professional Insurance Corp. 

Protective Security Life Insurance Co. 
Provident Life & Accident Insurance Co. 
Prudence Life Insurance Co. 

Prudential Insurance Co. of America. 
Republic National Life Insurance Co. 
Reserve Life Insurance Co. 

Secured Insurance Co. 

Security Mutual Life Insurance Co. of New York. 
Security Mutual Life Insurance Co. of Nebraska. 
Security Life & Accident Co. 

Service Life Insurance Co. 

Sovereign States Insurance Co. 

Standard Insurance Co. 

Standard Life & Accident Insurance Co. 
State Automobile & Casualty Underwriters. 
State Mutual Life Assurance Co. of America. 
State National Life Insurance Co. 

Sunset Life Insurance Co. 

Teachers Protective Mutual Life Insurance Co. 
Texas Reserve Life Insurance Co. 

Time Insurance Co. 

Transportation Insurance Co. 

Travelers Insurance Co. 

Union Life Insurance Co., Inc., of Virginia. 
United American Insurance Co. 

United Insurance Co. of America. 

United States Life Insurance Co. 

Wabash Life Insurance Co. 

Washington National Insurance Co. 

West Coast Life Insurance Co. 

Westland Life Insurance Co. 

Wilson National Life Insurance Co. 
Wisconsin National Life Insurance Co. 
Woodmen Accident & Life Co. 

World Insurance Co. 

Zurich Insurance Co. 


(Whereupon, at 1:15 p.m. the hearing was recessed, to reconvene at 


2 :30 p.m. of the same day.) 


AFTERNOON SESSION 


The Cuarmman. The committee will come to order. 
Senator Hartke is anxious to be here when Mr. John W. Nagle 
testifies. I understand that Dr. Schamberg has a plane to catch. 
if he wants to come forward. 
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Ishe in the room? I understand you had a plane to catch. 
Dr. ScuamBerc. Yes; I do, sir. 


Thank you very much. 
The Cmamneay. We will be glad to hear you. 


STATEMENT OF DR. I. L. SCHAMBERG, COMMITTEE ON SOCIAL 
SECURITY FOR PHYSICIANS; ACCOMPANIED BY HARRY KELBER, 


SECRETARY 


Dr. Scuamperc. Thank you very much indeed. 

Iam Ira Leo Schamberg. Dr. Harold Aaron, the chairman of the 
committee is unfortunately unable to attend this meeting and I am 
very happy to appear and to read his statement for him. 

I am a dermatologist, a skin specialist, practicing in Elkins Park, 
Pa. I am a member of the Philadelphia County Medical Society 
the Pennsylvania State Medical Society and the American Medical 
Association. I am also a member of the Committee on Legislation 
of the Philadelphia County Medical Society. 

I would like to confine my remarks today to the provision in the 
act which has been passed by the House of Representatives, and is up 
for consideration before this committee, for inclusion of physicians 
in social security. 

I would like to further confine my remarks to two points: One, do 
physicians want social security? And two, do physicians need social 
security ? 

In answer to the first point, I would like to read the statement 
which Dr. Aaron prepared. A letter prepared by the president-elect 
of the American Medical Association dated today, June 30, 1960, 
states that the majority of physicians in this country do not want 
social security. There is no documentation by the president-elect of 
this statement. I believe that I can document adequately a contradic- 
tion to that statement. 

Dr. Aaron’s statement reads: 


We are glad to have this opportunity to present up-to-date evidence to prove 
that a substantial majority of the Nation’s self-employed physicians want to 
be included under social security. 

A tally of the 27 statewide polls on social security held in the past 2 years 
shows: 19 States, representing 126,462 physicians, or 64 percent of the Nation’s 
total, are in favor of physician coverage; 6 States, representing 18,266 physi- 
cians, or 9 percent of the Nation's total, are opposed to coverage; 2 States, 
representing 4,531 physicians, or 2 percent of the Nation’s total, are in favor of 
voluntary coverage only. 

We have enclosed a tabulated breakdown of these various polls for the 
examination of members of the committee. 

There are several significant factors about these polls to which we would like 
to call your attention: 

(1) Twenty-four of these polls were official surveys conducted by State 
medical societies, most of whose delegates to AMA conventions had consistently 
opposed social security coverage for physicians. 

(2) Two independent polls among Illinois and California physicians, con- 
ducted by the Honest Ballot Association as recently as May and June of this 
year, show majorities of 67 percent and 62 percent respectively, in favor of 
social security coverage. These polls included not only physicians affiliated 
with the AMA but all physicians. 

(3) You will note that substantial majorities, ranging from 57 percent to 
as high as 77 percent, were piled up in States which favored coverage. 

(4) All of these latest figures confirm the trend observed in the nationwide 
independent poll conducted by the authoritative publication, Medical Economics, 
which showed a nearly 2-to-1 majority in favor of coverage. 
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Attached to this statement is a tabulated breakdown of these polls 
for the examination by members of the committee, and I would like 
to read briefly to you the 19 States whose physicians have spoken jp 
favor of social security and also the percentage of physicians in thog 
States who want social security coverage. 

California, 62 percent; Connecticut, 73 percent want social seep. 
rity; Delaware, 61 percent; District of Columbia, 74 percent; Florida, 
57 percent; Iliinois, 67 percent; Maine, 64 percent; Massachuset 
77 percent; Michigan, 63 percent; New Jersey, 70 percent; New York, 
I don’t have a percentage here; Ohio, 60 percent; Pennsylvania, ¢3 
percent; Rhode Island, 70 percent; South Dakota, 63 percent; Utah, 
60 percent; Vermont, 65 percent; West Virginia, 57 percent. 

And the poll in the State of Washington which was just completed 
yesterday, I believe, 60 percent. 

One hundred thirty-one thousand physicians, 64 percent of the 
Nation’s 204,000 physicians reside in these States, practice in these 
States which have filed for social security. 

In the fall of 1958 we showed a nearly 2-to-1 majority in favor 
of coverage. 

For years now physicians have been virtually the only self-employed group 
to be denied the benefits and protection of social security coverage. On the 
basis of the evidence we have presented, we sincerely hope that Congress will 
remedy this injustice to members of the medical profession and their families, 

I would like to interject for a moment and speak of the patient | 
had in my office who was the widow of a physician, her husband 
died of leukemia when he was 41. She has three small children to 
bring up. When I mentioned social security she had a great deal to 
say. She is one of the few widows in the country who is denied 
social security protection when her husband dies at the age of 41. 

The CuatrMan. Have you got the figures here of how many physi- 
cians voted in these different polls? You have the total nana of 
physicians but it does not say how many. 

Dr. Scuamperc. I don’t believe I have that, Mr. Chairman. Pos 
sibly Mr. Kelber—approximately on an average of 50 percent of the 
physicians in each State responded to these polls. 

The CuHarrman. In other words, taking California, only 10,000 
voted, a little over 10,000, is that correct ? 

Dr. Scuamperc. Harry Kelber, secretary of the committee, 

Mr. Kexper. The Honest Ballot Association conducted this poll, 
which was a 1-in-10 survey, and about 2,100 ballots were sent out and 
1,012 were returned. 

I have the other poll, for instance, in Illinois which was conducted 
by the Honest Ballot Association and I have a signed affidavit here 
from the Honest Ballot Association which says that 11,942 ballots 
were mailed, as certified by the U.S. Post Office Department, and of 
those 5,967 ballots were returned and tabulated. Of these, yes votes 
were 3,986, no votes 1,962, blank 41, so there you have actually a little 
more than 50 percent—— 

The Cuarrman. Just 1 second. I think you should take each State 
up. You can’t do it now but if you, for the record, show how many 
voted in each State—all you have here is the total number of physi 





cians, I understand, so in order to complete the record I would like 
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to know when you put it on a percentage basis how many actually 
ed. 

9 Kerner. We will be glad to have that sent to the committee by 

tomorrow, if that will be all right with the chairman, 

The CuHarrMAN. If you will insert that in the record. 

Mr. Kereer. All right; we’ll have that inserted in the record. 

(The following was subsequently received for the record :) 









Information requested by Senator Byrd at Senate Finance Committee hearings 
on Thursday, June 30, 1960, is herewith supplied by the Committee on Social 
security for Physicians as an addition to the oral testimony of Dr. Ira L. 
Schamberg : 

Dr. ScHAMBERG. The Committee on Social Security for Physicians, in reply to 
your request, Mr. Chairman, is happy to submit the following supplementary 
data pertaining to statewide social security polls among physicians. These fig- 
ures have been compiled from reports appearing in State medical society jour- 
nals and independent medical publications, from our communication, by letter 
and phone, with a number of executive secretaries of State medical societies, 
from reports by members of our committee, and from affidavits of the Honest 
Ballot Association. 


















Results of 18 State polls of physicians on the issue of social security coverage 











For | Against Total Number of 
coverage | coverage voting | physicians 
| in the State 





State 

























Arkansas... 1, 533 
California '..- ‘ 635 | 372 1,007 | 12,104 
Connecticut 1, 391 504 1, 895 3, 782 
Delaware. . - | 135 | 85 | 22) 522 
District of Columbia 550 | 192 742 | 2. 252 
Plorida._.. 957 | 714 1, 671 | 4, 613 
Georgia. . 4006 539 | 1, 035 3, 288 
Minois..... 3, 04 | 1, 962 5, 926 11, 624 
Miuine 369 210 579 | 888 
Massachusetts 3, 253 988 | 4, 241 8, 274 
Michigan... | 1, 781 1,048 2, 829 7,823 
Minnesota... .-. 817 1, 020 1, 847 | 4, 089 
New Jersey 2,174 | 916 | 3,09 | 6, 694 
Ohio... bith al 4,095 | 2, 737 | 6, 832 10, 616 
Oklahoma | 446 761 | 1, 207 | 1, 999 
Pennsylvania 5, 605 3, 335 | 8, 94) | 13, 871 
South Dakota 155 104 259 | 456 
West Virginia 436 237 | 673 | 1, 582 

Total... 27, 426 16, 339 43, 756 | 95, 951 





'The California poll is a 1-in-10 poll of the State’s 21,045 physicians, conducted by the Honest Ballot 
Association. 





SUMMARY OF 18 POLLS 





426 physicians favor coverage: 62.5 percent of all physicians voting. 
330 physicians oppose coverage: 37.5 percent of all physiciens voting 


od 
af, 
16, 
The 43,756 physicians who cast yes or no votes represent 46 percent of all physicians in these States. 





In two State society polls—Maryland and Montana—the vote was mixed and 
inconclusive. In Maryland, physicians opposed “compulsory” coverage 853 to 
368, but favored “voluntary coverage for themselves” by a vote of 741 to 571. In 
Montana, the physicians opposed compulsory coverage 256 to 65, but approved 
voluntary coverage 195 to 133. 

In the case of four State medical societies, only percentage figures were avail- 
able: Rhode Island, 70 percent for, 30 percent against; Utah, 60 percent for, 40 
percent against; Vermont, 65 percent for, 35 percent against; Washington State, 
60 percent for, 40 percent against. 

In two States—Virginia and Wisconsin—no figures or percentages have as yet 
been released, although the State medical societies have informed our committee 
that a majority of the physicians voted against social security coverage. The 
two States have been listed accordingly in our tabulation. 

We have also leaned backward, Mr. Chairman, in estimating the ratio of 
physicians who returned yes or no ballots as against the total number of physi- 
Clans in these States. Our figure of slightly more than 46 percent is obviously 
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conservative as it does not take into account the following categories: physi 

who cast blank or “undecided” ballots; those who are not members of the ama. 
those who did not receive ballots because of change of address; those who sent 
in ballots after the poll was closed ; and so forth, 


To conclude this point, Mr. Chairman, we sincerely believe that these figures, 
in addition to the data we have already presented at these hearings, provide 


clear-cut evidence that a substantial majority of the Nation's self-employeg 
physicians want social security coverage. 


The Cuamman. Have you got anything else to say, sir? 
Dr. Scuamsere. Yes, sir, I do. To complete Dr. Aaron’s statement; 


In conclusion, we would like to state our approval of the provision passed by 
the House, which would indicate not only self-employed physicians but algo 
interns under the social security law. 


_I believe that this statement indicates clearly the desire of the physi- 
cians for social security. I would like, with your indulgence, i 
Chairman, to spend just a moment indicating the need that physicians 


have for social security and I would like to read from an article in 
Medical Economics dated February 29, 1960 entitled “Two hundred 
Destitute Physicians Found in Six States.” I quote: 


Physicians may earn more money during their lifetime than men in many other 
professions, yet a surprising number of doctors die broke. According to Dr, 
Beverly C. Smith of New York City there is far more indigency among doctors 
than many medical men realize. Medical societies of six States have told him 
that they consider the problem of major concern. These six States reported a 
total contribution last year for the support of needy physicians of $180,000, Ip 
many instances physicians relied entirely on the Society for subsistence, 


I would also like to read to you a letter which I received from 
Jeanes Hospital of which I am senior dermatologist dated November 
11, 1959, and I will be happy to submit this for the record if you g 
desire : 

“Dear Doctor.” This was mailed to every member of the staff, 


As you undoubtedly know, Doctor So-and-so died last Friday morning; due 
to his recent condition he incurred many bills, canceled most of his life insurance, 
and left his wife and four children in severe financial straits. 

Mrs. So-and-so has certainly been in questionable physical condition along 
with her husband. 

I am writing this letter in the hope that you would be willing to writea 
check for any amount you desire in order to assist in straightening out some 
of the financial needs that are urgent for the family. To date we have bee 
given $15 from each of nine members of the courtesy staff and larger gifts from 
more active members of our regular staff. 

If you will write your check to me and leave it at the hospital or mail it to 
my home, I will see that it is properly used for the purposes intended— 


and so on. 
I would also like to present and put in the record two brochures, 


re 


official publications entitled “The Aid Association of the Philadek | 
phia County Medical Society.” This is the most recent one, dated | 


1959, and this one is dated 1956. 
The preamble to this states: 


Object: The object of the aid association is benevolent, and the purpose for 
which it is formed is to afford aid to needy physicians and their families. 

The CuarrMan. That was in 1956? 

Dr. Scuomperc. And 1959. I just received this 1959 one last week. 

Doctors are no different from anyone else, Mr. Chairman, they may 
be needy as are others. 
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The Cuamman. We will examine them and we will either make 
jhem a part of the record or keep it in the files. 

Dr. Scuomberc. Yes I will be happy to leave them here. I would 
like to read you two paragraphs from this report. 


Our clients— 
meaning the needy physicians aided by the Aid Association of the 
Philadelphia County Medical Society— 
however, practically never complain nor voluntarily ask for an increase in their 


allotment. Their inate pride and sincere desire not to be a further burden to 
the association was the reason given for not asking for more aid even when the 


need was great. 

This, Mr. Chairman, is a physician, one of the group whom the 
American Medical Association claims does not need any help in han- 
dling its financial security. Another paragraph: 

The problem of caring for elderly physician clients who now live alone and 
who are rapidly becoming so incapacitated that they are unable to take care 
of their physical needs is a serious one. Finding good nursing homes for 
them within our means is difficult. 

I would also like to read excerpts of two letters from beneficiaries 
which appear in 1956 issue, and I quote: 

May I try to express from my mother and myself our most grateful apprecia- 
tion for your most generous holiday cift and all the help you have given us. 
With humble thanks and may God bless you. 


And the second letter: 

I want to thank you again for all your kindness, it has been a godsend, par- 
ticularly the past 6 months for me. 

This is apparently written by the doctor’s wife— 
has given up the few patients he attended, and your check is his entire income. 


The Cuarrman. Thank you very much, Doctor. 

(The documents referred to will be found in the files of the com- 
mittee. ) 

The CuatrmMan. The next witness is Senator Harrison A. Williams. 
Jr., of New Jersey. 

All right, Senator, we are glad to have you, sir, and you may 
proceed. 


STATEMENT OF HON. HARRISON A. WILLIAMS, JR., U.S. SENATOR 
FROM THE STATE OF NEW JERSEY 


Senator WittiamMs. Mr. Chairman, I appreciate this opportunity to 
present an explanation of the amendment I introduced June 24, to- 
together with Senator Case of New Jersey, relating to the social se- 
curity bill, H.R. 12580, pending before your committee. 

I earnestly hope the committee will give its most serious consid- 
eration to this amendment or similar language, for if the present bill 
is enacted in its present form it will dash the hopes, the expectations 
and financial security of thousands of dedicated teachers and public 
employees in the State of New Jersey. 

_The bill now before you would, because of the interlocking nature of 
New Jersey law, reduce the retirement allowances of approximately 
2,130 retired New Jersey teachers and 1,300 other retired New Jersey 
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public employees by an average of $1,300 a year for the teachers and 
$960 for the public employees. 

It is an unusual and unfortunate fact. that a bill which is intended 
to improve our social security system for the general population by 
reducing the number of quarters necessary to achieve fully insured 
status will, paradoxically, have a serious adverse effect on thousands 
of New Jersey teachers and public employees. 

I would like to emphasize that this amendment does not add or de- 
tract from the cost of the social security bill. Nor does it affect any 
other beneficiaries of the legislation than those specific groups in New 
Jersey that I have mentioned. 

It merely seeks to preserve the existing schedule of eligibility for 
these people who would be seriously hurt if the new reduced eligibility 
requirements come into effect. 

t seeks to insure that these groups will be permitted to receiye 
the benefits to which they are fully entitled, which they have been 
led to expect, and for which they have made important plans in their 
careers that cannot be changed easily or at all. 

I will try to explain as simply as possible how this adverse effect 
can occur. 

Because the laws of New Jersey provide for the integration of the 
Federal Social Security System with the New Jersey Teachers’ Pen. 


sion and Annuity Fund and the New Jersey Public Employees’ Re. | 


tirement System, the State is permitted to reduce the amount of pen- 
sion it owes to these groups of people by the amount of social security 
benefit for which the individual becomes eligible through New Jersey 
public employment. : 

Because of this provision, many teachers and public employees have 
retired or have planned their retirements in advance of the date o 
which they would become eligible for social security benefits as public 
employees, thus avoiding the reduction in their retirement allowances 
that would result if they earned the necessary number of quarters as 
public employees that would make them eligible for social security 
benefits. 

They have retired early and have collected their pensions from the 
State of New Jersey with the expectation of seeking private employ- 
ment for a time long enough to become eligible for social security. 

Now, however, the pending bill proposes to reduce the number of 
quarters necessary for eligibility. So that, if the bill is passed im its 
present form a teacher who has retired, for example, having worked 
for only 19 quarters and needing 20 quarters to become fully insured 
as a public employee will now find that he needs only 10 quarters to 
become eligible or fully insured. Because he has worked 19 quarters 
as a public employee in New Jersey, he suddenly finds himself subject 
to the “offset” provision which permits the State to reduce his pension 
by the amount of his social security benefit. 

Thus because of the changes in the Federal law and the interlock- 
ing nature of New Jersey law, 2,130 teachers who thought they were 
ineligible for social security as public employees when they retired 
will now find that they are eligible and thus subject to an average 
reduction of $1,300 in their retirement allowances when they reach 
the age of 65. The same holds true for a smaller number of publi¢ 
employees. 
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It is important to point out, Mr. Chairman, that these people have 
retired or planned their retirements early in accordance with well- 


ublicized instructions from the State itself in official retirement 
manuals. Ie pt ws 
These teachers were encouraged to join in this integrated system 


in 1955 on the basis that they would be able to collect their full ben- 
efits from both the State’s retirement programs and the Federal So- 
sal Security. They were led to believe this, and they were quoted 
gecific retirement allowances predicated upon carefully arranged 
retirement schedules. And, of course, not being intimately aware of 
the intricate ramifications of this problem, they did not anticipate 
that changes in the Federal law would jeopardize their expectations 
and financial security. ; 

To demonstrate the situation as it actually exists, I would like to 

int out that in the manual prepared in 1957 by the Division of Pen- 
sions of the New Jersey Department of Treasury, entitled “Public 
Employees’ Retirement System of New Jersey” there appears this 
notation : 

No reduction is made in the Public Employees’ Retirement System allowance 
at age 65 if the member does not qualify for social security benefits as a result 
of public employment alone. Generally, the ability to avoid this reduction de- 
pends upon the member's age and date of retirement. Separate “avoid” dates 
may be obtained from the personnel office of each employer. 

Likewise, the State’s manual on the Teachers’ Pension and An- 
nuity Fund, dated September 1, 1959, states that: 

When a member retired (after December 1954) reaches age 65, or upon re- 
tirement of a member age 65 or beyond, the fund will reduce the pension portion 
of his retirement allowance by the amount of social security he is entitled to 
receive by virtue of his public employment in the State of New Jersey after 
January 1, 1955. (See the schedule which indicates the number of years needed 
in New Jersey public employment after January 1, 1955, before a pension 
allowance becomes subject to offset (reduction), also example of how the offset 
is applied. ) 

Mr. Chairman, I would like to request that the retirement schedule, 
as it appears in both the publications I have mentioned, be included 
in the record with my remarks so that committee members might see 
how explicit the instructions are that the teachers and public em- 
ployees have been encouraged to follow in order that they might avoid 
this serious reduction in their anticipated retirement allowance. 

Let me just express my earnest hope, Mr. Chairman, that this com- 
mittee will act favorably on the proposal suggested by the amend- 
ment Senator Case and I have introduced to prevent a beneficial 
change in the existing law from inflicting a severe injustice on two 
of the most important segments of New Jersey’s citizenry—its teach- 
ers and public servants. 
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The Cuarrman. Thank you, Senator Williams. 


The next witness is Senator Warren G. Magnuson, U.S. Senator 
= ; 


from the State of Washington. 
Senator, please take a seat. 
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STATEMENT OF SENATOR WARREN G. MAGNUSON, U.S. SENATOR 
FROM THE STATE OF WASHINGTON 


Senator Maanuson. Mr. Chairman and members of the conumittee, 
| appreciate the opportunity to appear before you to speak briefly 
about one of the most important subjects of the day which demands 
the full attention of our minds and energies in this session of the 
Congress. This is the problem of adequate and reasonable medical 
care for the aged and aging population of our country. 

We are living in an age of amazing technological progress. The 
pace is so swift and so varied as to distract. and confuse all of us at 
ames. We talk in terms of outer space, of planetary exploration, 
of moon shoots, of supersonic jet transportation and other subjects 
that previously existed only in the pages of the uninhibited fiction 
writers or in the vocabularies of isolated students of esoteric phe- 
nomena. While our attention is necessarily attracted to these new 
horizons, I think, many of us tend to forget that we havea few, simple 
but difficult problems ‘of mankind right on this planet which require 
attention and immediate action. One of them involves the health 
of our aged who, in this surging, changing world, are oft lost sight of 
or forgotten. 

What does it profit us as a Nation if we solve these problems of 
outer space and in so doing, ignore such basie needs as the health of 
our aged. 

We have a beacon to guide us in our approach to this problem. Let 
me quote from the Charter of the World Health Organization : 

Enjoyment of the highest attainable standard of health is one of the funda- 
mental rights of every human being without distinction of race, religion, polit- 
ieal beliefs, or economic and social condition. 

Good health is a “state of complete physical, mental, and social well- 
being and not merely the absence of disease or infirmity.’ 

Medicine, like the other sciences, has not stood still in recent years. 
Our problem, however, is to seis it. for the benefit of the greatest 
possible number of our a citizens—to employ it for the advance- 
ment of the common good of this country. During the past half 
century, this Nation has aenon the realization of astonishing acd- 
vances in the field of medical science. Diseases formerly thought in- 
curable have been conquered. Longevity has markedly increased. 
With the benefits achieved by these medical advances, however, there 
has arisen simultaneously a great new chi illenge—utilizing the addi- 
tional years of life with purpose * he appily and usefully. Cer- 
tainly this challenge requires the resolution of a host of problems 
but I think no proble m Is more demanding of solution than that in- 
volving the health of our aged—providing them with the means of 
maintaining good health. 

Consider just a few of the many facts which demonstrate this need. 
Our aged population is increasing by 1,000 per day. Today there are 
approximately 16 million people age 65 and over. By 1980 there will 
be nearly 25 million. Yet 60 percent of our nged population have 
money incomes of less than $1,000 annually. Cost of living has con- 
tinua ly risen—medical costs have risen twice as fast. Our aged re- 
quire nearly 214 times more hospital care than do those under 65. 
Yet less than half of our aged have medical insurance—and those who 
have such insurance generally find it inadequate. 
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Medical science has given us the precious gift of added life but j 
has been accompanied by a feeling of profound insecurity in many 
of our aged. A constituent wrote me recently, saying, “We are typ 
old people, living in fear” * * * fear of being unable to financially 
meet their medical needs. There are those of course who would 
answer by saying that free medical aid is available to the indigent 
This may be true. But to assume this questionable status and there. 
fore qualify, one must sacrifice nearly every asset which took a life 
time to accumulate and literally, take a pauper’s oath. Good health 
should be a matter of right, not charitable caprice. If a right exists 
the fear is dispelled and a sense of security restored. By providing 
such security, we enable our aged to live their remaining years with 
dignity. The blessing of medical science should not be bestowed on 
the arbitrary basis of ability to pay. Our aged have contributed 
immeasurably in achieving the standard of living which this Nation 
enjoys today. In so doing, they have guided us through periods of 
economic insecurity, a catastrophic depression, World Wars and vast 
economic and social changes. These events, coupled with such fae. 
tors as increased living costs, have rendered it impossible for many 
to adequately provide for their remaining years despite their thrif 
and frugality. 

We know the problem—we see it on every hand. The question then 
is how to meet and solve it. I am convinced that only through an 
insurance system, utilizing the existing social security machinery, ean 
this problem best be met. The social security system is well estab. 
lished—it is sound, efficient, successful, and economical. The advan- 
tages of improving this existing structure are manifold. For example 
the additional number of personnel which would be required, would 
not be large. The insurance would be noncancelable, A change in 
employment or retirement would not affect one’s rights. The financial 
strain on hospitals would be decreased since the requirement for 
indigent care would be less. The coverage would almost be universal— 
eventually 9 out of 10 persons presently employed would be covered. 

Some may say “Why not let private insurance companies solve the 
problem through conventional private insurance channels?” The 
answer is that private insurance has not demonstrated its ability to 
adequately provide for the medical needs of the aged at premiums 
which they can afford. This is not meant as an adverse reflection on 
the private insurance companies. I think they have accomplished 
great deal and they are to be commended for their efforts. But they 
do not have the means of doing as an effective job as can be accom 
plished through a federally sponsored program. Private insurance 
companies need have no fear of being replaced in the health field. A 
Federal program will simply provide a firm basis upon which they cat 
build and supplement with additional coverage. 

I find it regrettable that this plan of health insurance which I, and 
so many others, envision, is labeled by some as “socialism.” This label 
is misleading and false. Ihave nosympathy with those who approach 
a great humanitarian cause as a game in semantics. The plan ® 
strictly one of insurance, under Federal auspices, extended to covers 
much larger number of persons, than would be feasible under a ptt 
vately sponsored program. It would be financed by individual and 
employer contributions and served by private medical personnel and 
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facilities. The Government would not interfere in the administra- 
tion of a hospital and would not attempt in any way to prescribe the 
manner in which a physician conducts his practice. 

To date no satisfactory alternative toa federally sponsored insurance 
rogram has been proposed. If there had been, I would have been 
the first to support it. But we have reached a point where the problem 
grows more acute each day. We are aware of the need and we cannot 
conscience adopt the expediency of head-in-the-sand ignorance. 

S, 3503 introduced by the very able and distinguished Senator from 
Michigan, Mr. McNamara, is a forward-looking and constructive bill. 
It isan excellent bill and one which I am privileged to cosponsor. I 
am hopeful that this committee will give serious consideration to the 
measure and that it will act favorably thereon. I cannot emphasize 
too strongly my conviction that this legislation is vital and that it 
should be enacted during this session of Congress. We cannot cure 
tomorrow the disease which must be cured today. We cannot save 
tomorrow the life which must be saved today. 

The Cuarrman. Thank you, Senator Magnuson. 

The next. witness is John W. Nagle of the National Federation of 
the Blind. 

All right, Mr. Nagle, we are glad to have you, sir, and you pro- 
ceed. 


STATEMENT OF JOHN W. NAGLE, NATIONAL FEDERATION OF THE 
BLIND 


Mr. Nacie. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is John F. 
Nagle. I am the representative of the National Federation of the 
Blind in Washington. According to figures contained in the May- 
June Social Security Bulletin, a publication of the Department of 
Health, Education, and Welfare, there were 108,644 blind aid re- 
cipients in the United States in February of this year. 

How many of these men and women, though blind, though able 
and willing to work, will be on public assistance the rest of their 
lives ¢ 

How many of them, physically able to work, filled with the over- 
whelming desire to work, must continue on the public aid rolls be- 
cause they must eat, must feed their families, because they lack the 
opportunity to work, are denied the incentive and the encouragement 
to work # 

We of the National Federation of the Blind believe that at least 
one quarter of these people and perhaps more could and should be 
working; could be and should be earning their living, supporting 
themselves and their families contributing by their tax paid dollars 
to assist in meeting the needs of those less fortunate than themselves 
those physically unable to work. 

Mr. Chairman, the bill S. 3449—introduced into the Senate by 
Hon. Vance Hartke, of Indiana, a member of this committee, and 
cosponsored by Hon. Paul Douglas, of Illinois, also a member of this 
committee, and 15 other distinguished members of the Senate—this 
bill, S. 3449, would amend title X of the Social Security Act so as to 
make of this title, the blind aid section of the social security law, a 
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means by which those dependent upon public aid may work their wy 
off public aid and into employment and economic self- -sufliciency, * 

Although I urge that all provisions of this bill be : adopted by your 
committee as amendments to the social security law, I particularly 
urge that you adopt the first portion of 8. 3449 which would exempt 
$1,000 plus 50 percent of the yearly net earned income of a blind aid 
recipient from meeting his living expenses. 

Why do this? 

Why shouldn't every cent a blind aid recipient earns be used by 
him to live on, and if he doesn’t have enough, then the difference be 
met by a public assistance grant ? 

Why treat needy blind persons different from other aid categories! 

The answer is a simple one: Because blindness can strike at any 
time in a person’s life, when he is old and infirmed or when he is 
young and vigorous and prepared to meet head on the ote tllenges of 
life, because many blind persons have an employment potential, and 
if given the opportunity and the encouragement will transform this 
work potential into wages and salaries. 

This very committee recognized the significance of this difference 
when it includes the exempt earnings concept in its amendments to 
title X of the Social Security Act in 1950. 

Senator George, then chairman of this committee, recognized this 
difference by his stanch support of the exempt earnings principle in 
1950 and because of this support, because of the enlightened leadership 
given by this man it became a part of the social security amendments 
enacted into law in that year, and this, in spite of the refusal of the 
House originally to accept this principle, in spite of the active and 
vigorous opposition of the administration to the inclusion of the 
exempt earnings principle into the law. 

I would like to read briefly from the report of this committee made 
in 1950 with reference to H.R. 6000: 


ay 


Under title X of the Social Security Act the States are required, in determin- 
ing the need for assistance, to take into account the income and resources of 
claimants of aid to the blind. Your committee believes this requirement stifle 
incentive and discourages the needy blind from becoming self-supporting and 
that therefore it should be replaced by a requirement that would assist blind 
individuals in becoming self-supporting and that therefore it should be re 
placed by a requirement that would assist blind individuals in becoming Use 
ful and productive members of their communities. Accordingly the committee 
approved bill would require all States administering federally approved aid t 
the blind programs to disregard earned income up to $50 per month of claim 
ants of aid to the blind. 

Aid to the needy blind, in the judgment of your committee, is not in the same 
eategory with assistance programs for other needy individuals. Opportunities 
for gainful employment for blind individuals are limited and their necessary & 
penditures are increased by the need for special books, for special medical 
treatment in some cases, and for guide service and readers. As with conce> 
sions and special provisions for the blind in other laws, the exemption of earr 
ings up to $50 is not regarded by your committee as a precedent for similar treat 
ment for individuals who are not blind. 


For 10 years, the earned income concept has been in operation in 
the Federal-State aid to the blind programs—but as the years have 
passed, as costs of living have soared higher and ever higher, the $8) 
monthly limit on exempt earned income has decreased in value as4 
means by which a man may cross over from dependence to it- 
dependence. 


eS RRR NN RS SN TT SS SCS SSS RR 





M 
the ; 
to t] 
his | 
the 
redt 

T 
trad 
dea 
plac 
thor 
trea 
earl 
the 
bacl 
to | 
am¢ 

T 
assl 
nev 
evel 
nor 

\ 
to 2 
aid 


hi 
“ 


Int 
and 
libe 
Act 

I 
wit 
sive 
gen 
mu 
em) 
tio) 
fits 
aft 
nal 
the 

‘ 
Mi 
fro 
the 
pli 
ac 
Wo 
the 


ing 








Way 


your 
arly 
mpt 
| aid 


l by 
e be 


‘les! 
any 
ie is 
Ss of 
and 
this 


ence 
$ to 


this 
le in 


ents 
* the 
and 
the 


vade 


‘min- 
es of 
tifles 
blind 
e Te 

use 
ittee 
id to 
laim- 


same 
ities 
y ek 
dical 
nces- 


reat: | 


SOCIAL SECURITY AMENDMENTS OF 1960 287 


More and more this provision has become a tantalizing symbol of 
the good intentions ofa day long since passed ; it has become a symbol 
o the ambitious blind person of the futility of effort, a mockery of 
his struggle for economic self-sufficiency, and a steel-jawed trap for 
the profits of his labors—for each dollar he earns above $12 a week 
reduced his aid grant by that amount. 

Though he works steadily and tirelessly in a profession or business, 
trade, or common calling, to acquire stability and solvency in his en- 
deavors, he is stifled by the restrictiveness of the $50 monthly limit 
placed upon his earnings—and though he may work hard and long, 
though he may sacrifice, struggle, and strive, he is like a man on a 
treadmill, going round and round in the same small cirele: If he 
earns more than $12 a week, his aid check is reduced by the amount of 
the excess; but to get established in his small variety store, in his 
backyard chicken business, he needs far more than $50 a month—and 
to prosper in his small store or business he needs more than this 
amount. 

Thus, however much he may try, he remains permanently on public 
assistance, courageously, stubbornly, trying to work his way off, but 
never quite succeeding, and finally he has no more heart for the un- 
even struggle and one more chance is lost to return a man to the 
normal productive channels of community life. 

Mr. Chairman, I urge you and the members of this committee not 
to abandon the work so finely begun in 1950—the conversion of the 
aid to the blind title from a program offering bare subsistence, to a 
rogram by which men who are blind, who are in need of financial 
in may receive help in their valiant efforts to rebuild their lives. 

S. 3067, too, is a bill which merits your most careful consideration. 
Introduced into the Senate by Hon. Hubert Humphrey, of Minnesota, 
and cosponsored by Hon. Jacob Javits, of New York, this bill would 
liberalize the disability insurance provisions of the Social Security 
Act. 

It would make disability cash benefits available as an absolute right, 
without regard to age, income or employment status, related exelu- 
sively to the establishment of the disability of blindness within the 
generally accepted definition of blindness: it would reduce the mini- 
mum requirement of coverage from 20 quarters to 1 quarter in covered 
employment ; the present provision of compulsory acceptance of voca- 
tional rehabilitation would be abolished, and disability insurance ben- 
fits would be made available to persons who have earned coverage 
after the onset of blindness on the same basis as set forth above. Fi- 
nally, I urge that you adopt the provisions of S. 3470, and incorporate 
them into title X of the Social Security Act. 

This bill, introduced into the Senate by Hon. Eugene McCarthy, of 
Minnesota, a member of this committee, would prohibit the States 
from imposing a residence requirement for eligibility to receive aid to 
the blind payments, and further, would provide that should an ap- 
plicant for such aid not be a resident of the State of application for 
acertain length of time, then the entire cost of such person’s aid grant 
would be met by Federal funds until the person resided in the State 
the required period of time. 

_ I thank you, Mr. Chairman, members of the committee, for allow- 
ing me the opportunity of making known to you the views of the Na- 
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tional Federation of the Blind with regard to certain bills now before 
you for consideration. 

Thank you. 

The Cuairman. Mr. Nagle, I want to congratulate you in the way 
you read your address. You have done much better than those who 
can see every word. You didn’t hesitate on a single word, 

Mr. Naegie. Mr. Chairman, I would like permission to submit for 
the record a statement by a Mr. Perry Sundquist. This program that 
I speak of, the earned income exemption of $1,000 plus 50 percent 
above that, has been in operation in a program in California funetion. 
ing entirely through State funds for the past 19 years, and T belieye 
that a statement from the person who is director of this program 
would be of benefit to the gentlemen of the committee. 

It would give much more ample information about this operation 
than I have provided in my statement. 

The CuarrMan. The insertion will be made in the record. 

ry . 
(The document referred to follows :) 


STATEMENT PREPARED AND SUBMITTED BY PeRRY SuNpDQUIST, Crier, Drvisios 
FOR THE BLIND, DEPARTMENT OF SocraL WELFARE, CALIFORNIA IN Supporr 
or 8. 3449 


CALIFORNIA'S AID TO POTENTIALLY SELF-SUPPORTING BLIND RESIDENTS STATUTE 


I. Purpose 

California has two public assistance programs for the blind—aid to needy 
blind and aid to potentially self-supporting blind residents. The aid to needy 
blind program was enacted by the legislature in 1929. In March 1960, there 
were 13,486 recipients receiving aid to needy blind and the average grant was 
$100.32, excluding medical care. 

The aid to potentially self-supporting blind residents statute was enacted by 
the legislature effective July 1, 1941, and in March of 1960 the statewide case 
load was 302 and the average grant was $114.41. This second program of public 
assistance for the blind in this State, which is distinct from the older category 
of aid to needy blind, resulted clearly from recognition on the part of the legis 
lature of the fact that relief from the distress of poverty alone is not sufficient 
for those blind persons who wish to have an opportunity to achieve self-support. 

The constructive purposes of the aid to potential self-supporting blind resi- 
dents law are eloquently set forth in section 3400 of the statute. “The purpose 
of this chapter is to provide a plan for this State whereby the blind residents of 
this State may be encouraged to take advantage of and to enlarge their ec 
nomic opportunities to the end that they may render themselves independent of 
public assistance and become entirely self-supporting. To achieve this objee 
tive, resources and income beyond the necessities of bare decency and subsistence 
are required, This chapter, by allowing the retention of necessary income and 
resources by those of the blind showing a reasonable probability of being able 
and willing to undertake the acquisition of resources and income necessary for 
self-support will encourage them in their efforts to become self-supporting” 
This program is financed entirely by the State and county governments since the 
Federal Government will not participate because of the liberal provisions ft 
exempt income and property in the statute. The rehabilitative aspects of the 
program, however, seemed ample recompense for loss of Federal funds. 

In aid to potentially self-supporting blind residents the eligibility requirements 
are the same as for the federally reimbursed aid to needly blind program, except 
that: (1) a maximum of $1,200 a year of net income from all sources is allowel 
without deduction from the maximum monthly grant of $115 a month, plus ® 
percent of all net income above $1,200; (2) a maximum of $5,000 in assessel 
value of real and/or personal property, less encumbrances, is allowed togethet 
with and additional $5,00 in such property if needed as an integral part of the 
plan for self-support; and (3) the recipient of aid to potentially self-supporting 
blind residents must have a reasonably adequate plant for self-support and must 
give evidence that he is attempting to carry out that plan through a since 
and sustained effort. 
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II. Operation and results of the program 

Since the aid to potentially self-supporting blind residents program began 
in 1941, the State social welfare board has provided two criteria for eligibility 
in addition to the usual requirements with respect to property, income, degree 
of blindness, etc. The criteria are (1) a reasonably adequate plan which 
may lead to self-support; and (2) a sincere and sustained effort to further 
that plan. Evaluation of a plan for self-support by the county social worker 
js, of necessity, anticipatory in nature if the individual is just embarking on a 
plan the adequacy of which can only become apparent with the passage of time. 
However, reevaluation of a current plan for self-support is usually slanted 
toward its success as shown by progress made toward achieving self-support. 
bxperience has indicated that even though originally a plan may have been 
subject to Some question, the encouragement given the blind person often leads 
him to more satisfactory results than originally appeared possible. The amount 
of money earned by an individual is only one factor in determining adequacy 
of a plan. It is the probability of future earnings sufficient for self-support 
which is a more final determinant. It is important to consider the length of 
time a given pian has been in effect. However, a plan which requires a long 
period of preparation and training may be acceptable even though it may not 
produce immediate income, as for example, university training which experience 
has proved to be perhaps the best type of plan for self-support of all. 

Whenever a blind person is a recipient of aid to potentially self-supporting 
blind residents, or applies for aid under the program, it is crucial that a very 
thorough and intensive and individual examination be made of his particular 
situation. It is, of course, up to the blind person himself—with such help, 
consultation and advice as he can secure—to determine his own plan which 
he hopes will lead him to self-support. But whether the plan is one which is 
likely to eventuate in complete self-support or not, is a matter of his judgment 
and the judgment of the county social worker and the employer. In order to 
make this judgment a sound one it is indispensable that a very intensive exam- 
ination be made of the individual situation. It is not simply enough to say, 
ifa blind man wants to go into a certain occupation, that that occupation is one 
in which few blind persons have succeeded. It very well could be an ocecupa- 
tion in which that particular individual can succeed. This is the clear-cut il- 
lustration which is most sharply made by a case like that of Dr. Bradley Bur- 
son. Dr. Burson is a blind man, totally blind, who is a nuclear physicist, an 
experimental nuclear physicist. If he had offered as a plan for self-support 
ging to a university and becoming a nuclear physicist, in all likelihood most 
persons might have said that this was not a plan likely to lead to self-support, 
but this would be a generalized conclusion about a plan and in this area it is 
extremely important to avoid generalized conclusions. As a matter of fact, 
someone who examined Dr. Burson’s talents and his individual situation might 
very well have concluded that his was a good plan even before he demonstrated 
that it was by succeeding at it. 

In 1955 the department prepared for and submitted to the legislative auditor 
a study of the aid to potentially self-supporting blind residents program. In 
that study a comparison was made of the caseload as of December 1950, June 
1958, and September 1954. Since December 1950, and aid to potentially self- 
supporting blind residents program has been administered with increasing 
emphasis on demonstrated progress in the achievement of self-support by re- 
cipients and transfer to aid to needy blind of those who did not meet this 
criterion, or who could not develop a more adequate plan. The result has 
been a progressive reduction in caseload, but also a caseload of much greater 
potentiality for eventual self-suppert. 

This study also showed an increase in the number of students aided by the 
aid to partially self-supporting blind residents program, both numerically and 
proportionately. It should be noted again that this group of recipients (stu- 
dents) is known to have a much higher potential for eventual self-support than 
any other group. 

The substantial success of this department and of the counties to weeding 
out recipients with low potential for self-support from the aid to potentially 
self-supporting blind residents program was made very apparent by the tabular 
material included in this study. The number of recipients with annual earn- 
ings of less than $100 declined from 21.6 percent in December 1950 to 5.3 per- 
cent in September 1954. The number with annual earnings of less than $600 
declined from 71.6 percent in December 1950 to 32.6 percent in September 1954. 
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On the other hand, only 5.6 percent of the recipients had earnings of $1,000 
or more in December 1950, compared with 25.7 percent in September 1954 
Median earnings reported in December 1950 report were about $380, in June 
1953 about $740, and in September 1954 about $820. 

By December 31, 1947—6% years after the program began—a total of 847 
blind men and women had been granted aid under the aid to potentially geig. 
supporting blind residents statute. There were 173 of these individuals, ‘or ap- 
proximately 20 percent who had become self-supporting. 

As of June 30, 1949—after 8 years of operation of the program—933 different 
blind men and women had been granted aid under the program. There Were 
316 persons, or almost 32 percent of the total who had achieved self-support 
for periods of time varying from several months to permanent self-maintenance. 

During the fiscal year ending June 30, 1955, almost 25 percent of all cases 
discontinued were due to income from earnings of the individual. 

During the fiscal year ending June 30, 1954, a total of 173 recipients of aid 
to potentially self-supporting blind residents had their aid discontinued for 
various reasons, and 32 percent of this number were discontinued because of 
earnings. 

During the fiscal year ending June 30, 1955, a total of 155 recipients of aiq 
to potentially self-supporting blind residents were discontinued, 49.1 percent 
because of earnings. 

During the fiscal year ending June 30, 1956, a total of 137 recipients were 
discontinued for all causes. Of this number, 33 percent were discontinued be 
cause of earnings. Stated in another way, there were 46 persons discontinued 
due to earnings. Since the statewide caseload during that fiscal year was 39] 
cases, this means that almost 12 percent were discontinued because of earnings, 

During the fiscal year ending June 30, 1957, 11.5 percent of all aid to po 
tentially self-supporting blind residents cases became self-supporting for periods 
of time varying from several months to presumably complete self-maintenance, 

During the calendar year of 1958 a total of 174 recipients of aid to potentially 
self-supporting blind residents were discontinued for all causes. Of this total, 
30 percent were discontinued because of earnings. Some of these will have their 
aid restored while others have achieved permanent self-support. The rehabita- 
tive values of the aid to potentially self-supporting blind residents program ean 
be seen by comparison with the results under aid to needy blind. During this 
same period only 2 percent of all discontinuances were due to the earnings of the 
recipient. 

In other words, during the calendar year of 1958 some 52 recipients of aid to 
potentially self-supporting blind residents were discontinued because of earn 
ings. This means that over 17 percent of the caseload achieved self-support for 
varying periods of time. It should be noted that for every recipient under the 
program who achieves permanent self-maintenance, there is a saving in public 
funds of approximately $1,475 every year. Thus, if 52 blind persons achieved 
full self-support during the calendar year 1958 (and some of these may have 
reapplied after several months) it would mean an annual saving in public assist 
ance funds of over $76,000. 


III. Summary and conclusions 

The number of recipients under aid to potentially self-supporting blind resi- 
dents who have achieved full self-support during the past 19 years is most & 
couraging and constitutes a tribute to the courage of these blind persons. We 
do not feel that this happy result could possibly have been achieved under the 
small amounts of exempt income and property permitted under the aid to needy 
blind program. This is particularly true in those many instances where the 
blind recipient moves gradually toward full self-support through the practice 
of a trade or profession or an operation of a business or agricultural enterprise. 

One of the basic objectives in the social welfare programs for the blind in 
California is to assist blind persons to decrease dependency in all of its many 
forms. Self-support and self-care have recently been incorporated in title Xo 
the Federal Social Security Act as basic objectives of aid to the blind. The 
provision of liberal exemptions of earned income and property ownership under 
the aid to potentially self-supporting blind residents statute have undoubtedly 
been powerful incentives to many blind men and women in their quest for ee 
nomic independence since 1941. If the self-support objective of title X is @ 
become at all meaningful, far more liberal exemptions of income and propery 
must be permitted by the Federal Government in the States’ aid to needy blind 


programs. 
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(The following letter was also recorded for the record:) 


MISSOURI FEDERATION OF THE BLIND, INC., 
AFFILIATE OF NATIONAL FEDERATION OF THE BLIND, INC., 
St. Louis, Mo., June 26, 1960. 
genator Harry F. Byrn, 
thairman, Senate Finance Committee, 
senate Office Building, Washington, D.C. 


Deak SENATOR BykD: Long before Congress passed the Social Security Act, both 
Missouri and Pennsylvania maintained their own entirely State financed aid to 
the blind programs. Designed to encourage their clients to strive for rehabilita- 
tion, leading to partial or full self-support, these programs have been of incal- 
elable social and economic value. Moreover, since Congress provided for Fed- 
eral aid to the blind, these State programs have saved the Federal Treasury a 
very considerable sum by bearing the full expense of all grants-in-aid to blind 
Missourians and Pennsylvanians whose “estimated need” disqualified them from 
maximum assistance under the Federal plan. In other words, these States con- 
tinued to assume full responsibility for the grants-in-aid to all their blind citizens 
who could qualify for some, but not maximum, Federal assistance. 

Strange as it may seem, ever since the Social Security Act became law, the 
Federal Department of Health, Education, and Welfare has tried to destroy 
these splendid programs. At first, HEW withheld Federal participating funds 
in aid to the blind pending elimination of these State-financed plans. In 1950 
however, the ban on such funds was temporarily lifted, Since then, four special 
ats of Congress have mercifully extended the cutoff date originally set by the 
Department of HEW as a deadline for Missouri and Pennsylvania to choose be- 
tween abandoning their incomparable programs or forfeiting Federal participat- 
ing funds in aid to the blind. 

The current cutoff date is June 30, 1961; but H.R. 12580 provides for 3- 
year extension to 1964. Although this bill will undoubtedly undergo many 
changes before meeting with Senate approval, please give your full support to 
the 38-year extension of the cutoff date on Federal participating funds in aid 
to the blind of Missouri and Pennsylvania. By protecting these State-financed 
programs, you will be protecting the Feceral Treasury as well. And through 
helping us to thwart unjust pressure from the Department of Health, Education, 
and Welfare, you may be instrumental in helping other States to see the folly of 
bartering their rights and duties in exchange for administrative funds from 
powerful Federal Bureaus. 

Cordially yours, 
ALMA Murpuey, President. 


Senator Harrke. I just want to say I agree with the statement 
with regard to the statement by Mr. Nagle and also the fact that one 
of the most serious problems that the blind people have today is not 
the question of whether or not they can do the job but some of the 
prejudices against hiring them in the first place. 

Thank you, sir. 

Mr. Nacir. Thank you. 

The Cuairman. The next witness is Dr. Eugene McCrary, Ameri- 
can Optometric Association. 

Doctor, have a seat, sir, and proceed. 


STATEMENT OF DR. V. EUGENE McCRARY ON BEHALF OF THE 
AMERICAN OPTOMETRIC ASSOCIATION 


Dr. McCrary. Mr. Chairman, and members of the committee, my 
hame is Eugene McCrary and I am an optometrist practicing in 
College Park, Md.: for the past 3 years I have been a member of the 
Department of National Affairs of the American Optometric As- 
sociation. I am also president of the Maryland Association of Op- 
fometrists, and a member of the Maryland State Board of Examiners 
(in optometry ). ' 
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ae legislation being considered by the committee is to be known 

“The Social Security Ame ndments of 1960.” 

The bill, H.R. 12580, covers many phases of our social security 
program, but the one to which I will ‘confine my remarks is known as 
title VI of the bill which would add a new title to the act to be known 
as “title XVI—Medical Services for the Aged.” 

It is my understanding that there is a possibility that the language 
of some of the other bills which have been introduced, dealing with 
this subject, may be substituted by way of an amendment for that 
contained in title VI of this particular bill. 

In view of the time limitation, I have attached to my prepared 
statement suggested amendments for H.R. 12580, H.R. 4700 knowy 
as the Forand bill, and S. 3503 sometimes referred to as the McNamara 
bill. 

My first recommendation is that any legislation enacted by Con. 
gress should, wherever possible use the word “health” rather than 
“medical.” 

This would mean that the title of the particular bill under eon. 
sideration would be amended to read “Health Services for the Aged.” 

There are many disciplines besides medicine which render pro- 
fessional services to the American pe ople 1 and pi irticularly to the aged, 

The profession of optometry to which I belong is one of the most 
important if not the most important, discipline outside of medicine 
and dentistry. 

Practically all of our older citizens who are beneficiaries of the 
social security system have vision problems. The vast majority of 
the se are patients of optometris sts. Because this bill is designed to 
provide assistance in a field that is frequently referred to as “major 
medical” and deals particularly with cases involving surgery, some 
of you may question the necessity of providing optometric services 
for the beneficiaries of the proposes l law. 

One of the most common surgical operations performed on our 
older citizens is that for the removal of cataract. Well over 50 percent 
of the cataract cases are detected by optometrists and referred to 
ophthalmologists for surgical care. 

Notwithstanding the fact that the American Medical Association 
has declared that it is unethical for a doctor of medicine to confer om 
a professional basis with optometrists, or to teach in the schools and 
colleges of optometry, nevertheless, a substantial number of thes 
patients are sent back by the surgeon to the referring optometrists for 
postoperative refraction and the furnishing of corrective eye wear. 

Were it not for the hostile attitude of the American Medical Associ 
tion toward optometry, and particularly its section on ophthalomology, 
more of these patients would be referred back to the optometrists. In 
many instances it is much more convenient and results in a smaller et 


een eee 


penditure of time and money for the patient to go to an optometris | 


for postoperative refraction and for his lenses. 

Under these circumstances it is imperative that the language of the 
bill be broadened. 

Senator Doveras. Mr. Chairman, may I ask the witness a question! 

Doctor, you speak of the American Medic al Association policy it 
terms of it being unethical for an M.D. to confer on a professional 
basis with optometrists ? 
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Dr. McCrary. Yes, sir. 

Senator Doveras. Does that mean a doctor who confers with you 
sould be liable for expulsion from the medical association? _ 

Dr. McCrary. He would be liable to discipline which may include 
expulsion. 

Senator Doveras. Do you know of any cases where doctors have 
heen disciplined ? 

Dr. McCrary. I do not personally know of any cases. 

Senator Dovetas. Do you think it exists? 

Dr. McCrary. Yes, sir; I do. 

Senator Bennetr. Have you ever had a doctor confer with you ? 

Dr. McCrary. Yes, sir. 

Senator Bennerr. Do you know whether he was disciplined for 
that conferring ? 

Dr. McCrary. No, I do not. My personal relations on a com- 
munity basis with physicians is quite good, but this apparently in 
some areas it is my understanding that there is practically no inter- 
professional relationship due to this resolution, ; 

Senator Bexnert. It isn’t nationwide and it isn’t automatic. 

This punishment or disciplne is neither nationwide nor automatic? 

Dr. McCrary. It is not automatic, I don’t think. It is my under- 
sanding that this was a resolution adopted by the AMA house of 
delegates. Therefore it probably is nationwide. 

Senator Bennetr. Do you have the text of the resolution ? 

Dr. McCrary. No, sir, but I will be happy to furnish it to the com- 
mittee. 

(The resolution referred to follows :) 


RESOLUTION 77 OF THE AMERICAN MEDICAL ASSOCIATION, ADOPTED BY THE HousE 
OF DELEGATES IN ATLANTIC City, JUNE 1955 


Resolved, That it is unethical for any doctor of medicine to teach in any 
school or college of optometry, or to lecture to any optometric organization, or 
to contribute scientific material to the optometrie literature, or in any way to 
impart technical medical knowledge to nonmedical practitioners. 

Senator Dovenas. Well, such advice as you get is bootleg advice, is 
it not, that is it is advice which they offer you contrary to the declara- 
tion of the AMA. 

Dr. McCrary. Yes, sir, I would say that is correct. 

The Cuarrman. Any further questions? 

Dr. McCrary. If I may continue, sir. We would like to recommend 
that the beneficiaries of the program regardless of the form it takes, 
be accorded the freedom of choice of any practitioner duly licensed 
by the State to render the service to which the individual is entitled. 
We know only too well from past experience that an express mandate 
by Congress to this effect is indispensable if the individual is to possess 
this right. 

As an example, permit me to remind you that by administrative 
action optometrists were originally excluded from participating in 
the aid to the blind program established by title X of the social security 
law. ° 

In the interest of the beneficiaries of that title Congress by the 1950 
amendments of that law, expressly required that State plans to be 
approved must make available the services of optometrists to the 
eneficiaries who desired to utilize them. 
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This has been of real benefit, particularly to beneficiaries living jy 
smaller communities or rural areas where, in order to obtain services 
of opthalmologists or physicians skilled in diseases of the eye, the 
beneficiary must travel a distance of anywhere from 100 to 200 op 
300 miles, while an optometrist might be his next-door neighbor, 

To assure the beneficiary of this right, we respectfully recommend 
that there be added to H.R. 12580, title VI, section 601, “Src, 1602(a) 
(6)” the following language: 

* * * and shall accord the individual freedom of choice of any practitioner 
duly licensed to render the service to which the individual is entitled. 

This follows the same pattern as the 1950 amendment to the aid 
to the blind program except that it includes all duly licensed health 
disciplines. 

The Senate on Friday of last week, by unanimons action passed 
H.R. 7966, the sole purpose of which was to accord a similar privilege 
to veterans entitled to outpatient vision care. 


the proposed amendment to the pending legislation. 

The American Medica] Association is a great advoca‘e of freedom 
of choice among physicians. At the same time they advocate limiting 
the choice of the patient to members of the medical profession, even 
though other professions in the health field are regulated and licensed 
by the States, and their services utilized extensively by those who 
are free to choose. 

When Henry Ford, Sr., was first approached about offering the 
public a choice of colors in Ford cars, he is reputed to have said: 

“The purchaser is free to select any color he desires so long as 
it is black.” That is the way the medical profession regards the entire 
field of health care the individual should be free to select the prae- 
titioner of his choice so long as he is an M.D. 

It is contrary to the public interest and American tradition for 
Congress to pass legislation providing health care for any group of 
our citizens, and leave it in the power of the executive departments of 
the Government to require the beneficiaries to select only members 
of the medical profession to render a service which can be provided 
by another profession in the health field which is duly licensed and 
regulated by State law. 

If our aged citizens are to have the same freedom of choice of 
practitioner under Government-sponsored health care programs thet 
they do prior to the time they reach the qualifving age. the amend 
ments atteched hereto as exhibits, or comparable amendments, ar 
indispensable. 

I have referred to our experience under the aid to the blind pre 
gram and vision care for the veterans. In conclusion I would like 
to mention briefly the experience of our profession in connection with] 
our national defense. 

The Army during World War II refused to commission | 
etrists and permit them to practice their profession. In the interest 
of the visual welfare of the Army (the Navy was commissioning] 
optometrists and utilizing their professional services) Congres} 
passed the Optometry Corps bill in May of 1945, over the s‘renuott 
opposition of the War Department and the American Medical Asso} 
ciation. 


The same reasons which prompted both the House and the Sona‘e 
to pass this bill without a dissenting vote, are equally applicable to 


4 ¢ 
{0 


Na 


Ar 
or | 


ices 
the 


nal 
nat 
Sts 
net 
cal 








g in 
Vices 
, the 
1) or 


nend 
2(a) 


loner 


aid 
ealth 


issec| 
ilege 


‘na‘e 
le to 


‘dom 
iting 
even 
nsed 
who 


r the 
d: 

ig as 
ntire 
prac. 


: for 
ip of 
ts of 
ibers 
"ided 

and 


‘e of 

thet 
end- 
, are 


pro 
like 
with 


itom- 
erest 
ning 
OTS 
108 
\ ss0- 


SOCIAL SECURITY AMENDMENTS OF 1960 295 


While this bill was vetoed because World War IT was drawing to 
aclose, the administration because of this congressional action agreed 
and did sponsor the Medical Service Corps law of 1947. This 
resulted in the commissioning of optometrists in the Regular Army, 
Navy, and Air Force. 

‘There are now some 350 optometry officers on active duty in our 
Armed Forces, with ranks ranging from second lieutenant to colonel 
orthe equivalent ranks in the Navy. 

Even the Army Medical Corps now recognizes the invaluable serv- 
ies which optometrists are performing in caring for the vision of 
theman and woman in uniform and their dependents. 

When some of the States have what are referred to as antidiscrimi- 
nation laws, our National Government should not attempt to diserimi- 
nate between professions that are duly licensed and regulated by 
State laws. The individual is entitled not only to assistance when 
needed but to freedom of choice as to who shall provide the health 
eare services. 

The detailed amendments are attached hereto as exhibits. 

(The amendments referred to follow :) 


ProposeD AMENDMENTS TO H.R. 12580 To ACCOMPANY THE STATEMENT OF DR. 
V, EUGENE MCCRARY, REPRESENTING THE AMERICAN OPTOMETRIC ASSOCIATION, 
JuNeE 30, 1960 


(Note: The page and line references are to the bill as introduced in the House on 
June , 1960) 


Page 154, line 1, strike out the word “MEDICAL” and insert in lieu thereof 
the word “HEALTH”; line 5, strike out the word “MEDICAL” and insert 
“HEALTH”; line 9, strike out the word “medical” and insert “health”; line 15, 
same amendment; line 17, same amendment. 

Page 155, line 3, same amendment; line 5, same amendment; line 8, same 
amendment ; line 13, same amendment; line 16, Same amendment; line 17, strike 
out the semicolon and insert the following: ‘** * * and shall accord the individ- 
ual freedom of choice of any practitioner duly licensed to render the service to 
which the individual is entitled ;”. 

Page 156, line 6, strike out the word “medical” and insert “health”; line 21, 
same amendment. 

Page 157, line 7, same amendment: line 10, same amendment. 

Page 158, line 13, same amendment; line 18, same amendment. 

Page 159, line 4, same amendment; line 12, same amendment. 

*age 160, line 5, same amendment; line 10, same amendment. 

Page 162, line 4, same amendment. 

age 163, line 14, same amendment; line 15, same amendment; line 18, same 
amendment 

Page 163, line 19, strike out the word “physicion” and insert in lieu thereof 
the words “a duly licensed practitioner” ; strike out the word “medically.” 

Page 164, line 6, strike out the word “medical” and insert “health”: line 8 
same amendment ; line 12, same amendment 

Page 165, line 8, same amendment: line 12, strike out the words “physicians’ 
services” and insert in lieu thereof “health services”: line 13, strike out “a” end 
insert “an”; line 14, strike out “physician” and insert in lieu thereof “individ 
ual” and after the word “licensed” insert the words “to practice in the field o 
health care.” 

Page 166, line 9, strike out the words “a ] 
the words “an individual duly licensed to ] 
health care.” 

Page 167, line 18, strike out the word “Medical” and insert in lieu thereof the 
word “Health.” 

Page 168, line 2, strike out the word “medical” and insert in lieu thereof the 
word “health”; line 22, same amendment. 


hvsician” and insert in lien thereof 
ractice by the State in the field of 
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Page 169, line 3, strike out the word “medical” and insert “health” 
same amendment; line 24, same amendment. 

Page 170, line 7, same amendment; line 23, same amendment. 

Page 171, line 13, same amendment. 

Page 178, line 5, strike out the word “Medical” and insert “Health” 
same amendment; line 9, same amendment; line 10, same amendment; line 12, 
strike out the word “medical” and insert “health”; line 13, same amendment: 
line 16, strike out “medical” twice and insert “health” twice; line 19, same 
amendment; line 21, strike out “medical” and insert “health”: line 2. same 
amendment; line 24, strike out “medical” twice and insert “health” twice, 


; line § 


> line 6, 


SUGGESTED AMENDMENTS TO H.R. 4700 (ForAND BILL—FEBRUARY 1959) 


Page 7, line 10, strike out the period and add the following: “and except that 
in prescribing and furnishing corrective eye wear or let nses following eye sur. 
gery, such individual may select a duly licensed optometrist.’ 

Page 11, line 16, after the word “dentists” insert “optometrists.” 

Page 12, line 8, after the word “dentist” insert “optometrist.” 

Page 16, line 11, after the word “homes” insert “optometrists.” 

Page 17, line 3, after the word “physicians” insert “optometrists.” 

Page 18, line 14, after the word “physician” insert “optometrist”; line 145 
after the word “home” insert the words “postoperative.” 


PROPOSED AMENDMENTS To §. 3503 (SOMETIMES REFERRED TO AS THE MCNaMan 
BILL) 


» 


Page 1, line 3, strike out the word “Medical” and insert in lieu thereof the 
word “Health”. 

Page 2, lines 6, 13, 20, 25, strike out the word “Medical” and insert in lieg 
thereof the word “health”. 

Page 3, line 7, same amendment. 

Page 4, lines 5 and 16, same amendment. 

Page 5, lines 14 and 21, same amendment; line 24, strike out the word 
“physician” and insert in lieu thereof ‘duly licensed practitioner” 

Page 6, line 1, strike out the word “physician” and insert in lieu thereof the 
word “practitioner”; line 3, strike out “medical” and insert “health”. 

Page 7, line 25, strike out “medical” and insert “health”. 

Page 10, line 5, after the word “homes” insert “(iv) clinics” after “and’ 
strike out “(iv)” and insert in lien thereof “(v)"; line 8, before the word 
“and” insert the word “clinics”; line 19, before the word “or” insert the word 
“clinic” ; line 24, strike out “medical” and insert “health” 

Page 11, lines 6, 16 and 22, same amendment; line 13, after “hospital,” insert 
“elinic”’: line 25, after the word “hospitals” insert “or clinics”. 

Page 12, line 22, strike out the word “and”. After the word “services” insert 
“and clinics”. 

Page 14, line 3, after the word “agency,” insert “clinic,” line 6, before the 
word “or” insert the word “clinics”; line 14, strike out “medical” and insert 
“health”. 

Page 15, line 4, and in the balance of the bill, wherever the word “medical” 
appears, strike out the word and insert in lieu thereof the word “health” ; line 
10, before the word “or” insert “clinical services”. 


Dr. McCrary. Mr. Chairman, I want to thank you for this oppor 
ee to express the views of our profession, and to assure you I will 

e happy to answer any questions you or the members of your com 
nine may wish to ask. 

The CuarrmMan. Any questions. 

Senator Doveras. Doctor, I take it you object to being placed ina 
medical leper colony. 

Dr. McCrary. Well, let me say we feel that it is important for the 
health and welfare of the American people to have all disciplines who 
work in the health care field to be heard and to cooperate together 
in carrying on and caring for the health needs of the American people 

Senator Dovetas. How long a period of study do the optometrists} 
have to have? 
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Dr. McCrary. The present requirements are 6 years at college 
level in some of our schools, and 5 years in the others. 

Five years 1s the minimura. ; 

Senator Doucias. That includes liberal arts and then medicine, too; 
[mean optometry, too ¢ 

Dr. McCrary. Yes, sir. 

Senator Douaias. Courses in physics and in vision and so forth? 

Dr. McCrary. Yes, sir; the subject matter in the preoptometry, 
premedicine, predentist is basically the same for the 2 years and 
then as you study in a more particular area of the field, we cover 
physiology and anatomy, psychology, physics, pathology, all of the 
various aspects. 

Senator Doverias. So you are not corresponding school doctors? 

Dr. McCrary. Positively no, tomy knowledge. 

Senator Doveias. How do you account for the attitude of the 
American Medical Association ? 

Dr. McCrary. Well, sir, that is a big question. I think frankly 
that there is basically an economic reason for it. I think basically 
that is the segment of vision care rendered the American public; 
there are two groups which render this care and that as a result of this 
there is some economic rivalry existing. This is my personal opinion, 
and I am speaking now as an individual giving his personal opinion. 

This is my feelng, and this seems to be the basis. 

Now to point up an illustration; In the Armed Forces, I had the 
privilege of holding a commission in the Medical Service Corps of 
the Navy. 

I have served 2 years on active duty from 1951 to 1953. There is 
no problem with any professional cooperation when the economic fac- 
tor is removed. I would say that interprofessional relationships were 
beautifully cooperative and I might add, too, for the benefit of the 
patient because when these differences take place, it is the patient ulti- 
mately who loses. 

Senator Dougeias. You make a very serious charge, sir. 

Dr. McCrary. Well, we are quite concerned about this. We in 
optometry are quite anxious to resolve these differences because we 
feel it is in the public interest to do so. 

Senator Dovcias. Have you tried to adjust this by conciliation with 
the AMA ? 

Dr. McCrary. Yes; there has been in past years a committee known 
as the Interprofessional Committee on Eye Care which had repre- 
sentatives from medicine, optometry and opticianry, this committee 
operated, I believe, lived about 6 years and was disbanded about 5 
years ago; it was disbanded in 1955, as a result of the action of the 
house of delegates of the AMA. 

We would like to see this problem resolved and we would like to 
make every effort to doso. 

Senator Dovetas. So you resort to legislation only as a last resort. 

Dr. McCrary. Yes; we feel that the optometrist is well trained to 
render the unique services which he offers to the public and he should 
not be disenfranchised from rendering this service. 

Senator Dovetas. Thank you. 

The Cuarrman. Any further questions? 

Thank you, Doctor. 
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Senator Harrxe. Mr. Chairman, before the next witness is called 
I would like permission of the committee to insert in the hearings at 
this time a resolution approved by the Governors’ Conference on June 
29, 1960, advocating the medical care under the framework of the 
old age survivors and disability system and recording the vote of 30 
for and 13 against with 11 not voting and also, not a part of the reso. 
lution but the statement that all the Governors present indicated they 
were for the principle of national health insurance plan for the aged 
although they voted, some voting against disapproved of OASDI 
financing. 

The CuHarrmMan. Without objection, the insertion will be made a part 
of the record. 

(The document referred to follows :) 


TEXT OF RESOLUTION APPROVED BY GOVERNORS’ CONFERENCE, JUNE 29, 1960 
PROBLEMS OF THE AGING 


Whereas the Governors’ Conference for many years has been acutely aware 
of the growing number and complexity of problems faced by our increasing 
population of senior citizens, including health and medical care, employment 
and income maintenance, provision of suitable housing, and enrichment of 
leisu’ e time activities ; and 

“Whereas the most pressing of these problems is the financing of adequate 
healthand wedical care: now, therefore, be it 

Resolved by the 52d annual meeting of the Governors’ Conference, That Con- 
gress be urged to enact tegislation providing for a health insurance plan for 
persons 65 vears of age and over to be financed principally through the con- 
tributory plan and framework of the oid age survivors and disability insurance 
system ; and be it further 

Resolved, That the States support and participate actively in the forthcoming 
White House Conference on Aging to the end that public and private agencies 
be stimulated and encouraged to develop approaches to all the problems of the 
aging. 

Vote: 30 for ; 13 against ; 11 absent or not voting. 

Vote for (30): Alabama: Egan, Alaska; Arizona; Faubus, Arkansas; Brown, 
California : MeNichols, Colorado; Ribicoff, Connecticut; Collins, Florida: Dock- 
ing, Kansas; Combs, Kentucky; Maine; Furcolo, Massachusetts; Williams, 
Michigan; Freeman, Minnesota; Blair. Missouri; Montana; Nebreska; Sawyer, 
Nevada; Meyner, New Jersey; New Mexico; Rockefeller, New York; DiSalle, 
Ohio: Oklahoma : Rhode Island: Herseth, South Dakota; Tennessee; Texas; Ver- 
mont ; Rossellini, Washington ; Nelson, Wisconsin. 

Vote against (13): Delaware; Georgia; Idaho; Illinois; Indiana; New 
Hampshire; North Carolina: South Carolina; Utah; Virginia; West Virginia; 
American Samoa; Virgin Islands. 

Absent or not voting (11): Hawaii: Loveless, Iowa: Louisiana; Maryland; 
Mississippi; North Dakota; Oregon; Pennsylvania; Wyoming; Guam; Puerto 
Rico. 


The CHarrmman. The next witness is Dr. Hugh E. Chance, Interna- 
tional Chiropractors Association. 
Dr. Chance, take a seat. sir. 


STATEMENT OF DR. HUGH E. CHANCE, INTERNATIONAL CHIRO- 
PRACTORS ASSOCIATION; ACCOMPANIED BY DR. S. K. KEISER, 
LANCASTER, PA. 


Dr. Cuance. Mr. Chairman and members of the committee, I have 
with me Dr. S K. Keiser of Laneas‘er, Pa.. chairman of our commit 
tee on legislation; previously in the room but he had to leave was Dr. 
John Thaxton, our vice president, from Raton, N. Mex. 
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I wish to correct an impression that may have occurred because of 
the reference to the title Doctor which appears on the witness list. I 
have a J.D. degree in law, and it should be, perhaps, Mister instead of 
Doctor. 

My name is Hugh E, Chance. I am executive director and general 
counsel of the International Chiropractors Association with headquar- 
ters in Davenport, lowa. Its membership represents a nonprofit pro- 
fessional association of thousands of practicing chiropractors through- 
out the United States. 

First of all I wish to express appreciation to the committee for mak- 
ing time available to call attention to the significant fact that H.R. 
12580, title VI in its present form does not permit the eligible individ- 
uals; namely, those over 65 who qualify for benefits, to use or employ 
chiropractic services. 

This, notwithstanding the fact that chiropractic is the second- 
largest healing art in the United States (estimated at over 20,000 now 
ip practice) ; notwithstanding the fact that chiropractors are licensed 
to practice in 46 of the 50 States; and notwithstanding the fact that 
between 30 and 40 percent of the family groups in the United States 
make some use of chiropractic services each year. It is also significant 
that more people in the older age brackets go to chiropractors than 
do people in other age groups. 

We wish to urge that the people who are to be the beneficiaries of 
this legislation should have freedom to choose the doctor and the 
method of health services; that those who are chiropractic patients 
should not be completely discriminated against. 

We are not involved here with any consideration of the relative 
merits of one system of healing versus another system. Nor are we 
concerned with legal recognition of chiropractic. That matter is for 
the several States to consider and, as we have already indicated, 46 
of them have granted legal status to the chiropractic profession. 

What we are concerned with here is permitting the beneficiaries 
under this proposal to make use of services already recognized by the 
vast majority of States. 

For this reason, it is proposed that title XVI, Medical Services for 
the Aged, section 1606(e), H.R. 12580, be amended as follows: 

(e) The term “physicians’ services’’ means services provided in the exercise 
of his profession in any State by a physician, osteopath, or chiropractor, licensed 
in such State; and the term “physician” includes a physician, osteopath, or 
chiropractor licensed in such State. * * * 

This amendment as presented would guarantee the continuance of 
benefits already offered through most State old-age assistance pro- 
grams successfully operating today. To fail to include chiropractic 
m some manner in this legislation presently before your committee, 
or other legislation now before the Congress, would in effect cancel 
or abrogate the right of a potential of several million citizens to use 
a healing service proven to be of great personal value, 

In conclusion and on behalf of the members of the International 
Chiropractors Association I again wish to express appreciation to the 
distinguished members of this committee and the honorable chairman 
for the courtesy of granting time for this presentation. 

The Cuatrrman. Thank you. Any questions? 
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Senator Harrke. What I would like to ask, implied in your state. 
ment is that you approve, generally speaking, of the type of legislation 
which would give care in problems of health as I understand it to 
the aging: is that right? 

Mr. Cuance. Yes, the association is sympathetic to this move, It 
has not, however, taken any definitive action on any particular 
proposal. 

Senator Hartke. Nor on the method of financing? 

Mr. Cuance. No. 

Senator Harrke. Your sole concern at this time is that when and 
if legislation is approved that it be amended generally along the lines 
which you have indicated ? 

Mr. Cuance. That is correct. 

Senator Harrxe. Thank you. 

Senator Curtis. I am trying to locate section 1606(e). 

Mr. Cuance. It is on page 165, down about the middle of the page, 

Senator Curtis. Of this publication ? 

Mr. Cuance. No, of the House bill, H.R. 12580, it is on lines 12 to 16, 

Senator Curtis. Is that term defined in the present law relating to 
medical assistance for old age assistance ¢ 

Mr. Cuance. The reference is back to section 1101, subparagraph 
(a)(7) in the 1956 social security law, and all that that says on 
reference is that osteopaths are included in the term “physician,” so by 
using: 

Senator Curtis. In other words, does this take a different definition 
of physician here than existing law ¢ 

Mr. Cuance. Yes, properly speaking, although this is not up for 
amendment at this time, and that is the reason we did not ask for it 
as only this particular bill is up for consideration at this time. 

Senator Curtis. But are we going to have—here is the social se- 
curity law, which is quite a volume in itself—are we going to have 
under the social security system, under the various titles more than 
one definition of physician? I am not quarreling with your position. 

I am trying to get the thing straight. I notice that in the com- 
pilation of the social security law, section 1101, paragraph 7(a) (7), 
the term “physician” and “medical care” and “hospitalization” in- 
cludes osteopathic practitioners and the services of osteopathic practi- 
tioners and hospitals within the scope of the practice as defined by 
State law. 

Are chiropractors excluded under this? 

Mr. Cuance. Yes, they are. 

Senator Curris. Osteopaths are included ? 

Mr. Cuance. Correct. 

Senator Curtis. Do you know what the legislative history of that 
was ? 

Mr. Cuance. No, I am sorry, I do not. 

Senator Curtis. You are speaking now of the definition if the new 
title is accepted ? 

Mr. Cuance. Yes. 

Senator Curtis. Isthat what you would like to have ? 

Mr. Cuance. Yes, sir. 
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Senator Curtis. You are not making that recommendation as to 
the existing law elsewhere unless the draftsmen say that is the way 
todo it ? ' ; 

Mr. Cuance. Yes, we have no particular choice of wording or 
choice of location on this section but we say when services are pro- 
vided for the aged qualifying under this bill or any other bill which 
the Congress might choose to pass that the chiropractors should be 
included. 

Senator Curtis. Thank you. 

The CHAIRMAN. Senator Curtis, do you have any further questions? 

Senator Curtis. No. 

The CuarrMAN. Thank you very much. 

The next witness is Mr. Wilbur J. Cohen. 

Senator Doveias. Mr. Chairman, I think is it well known that Dr. 
Cohen is one of the leading authorities in the Nation on the whole 
subject of social security. He was a distinguished member of the 
Social Security Administration for m: iny years and has now for some 
years been at the University of Mic higan. I don’t know anyone in the 
country who knows more ‘about the problems of social security and 
old age than does Dr. Cohen. 

I must say I await his testimony with great interest. 

Dr. Conen. Thank you, Senator Doug): as. 


STATEMENT OF WILBUR J. COHEN, PROFESSOR OF PUBLIC WEL- 
FARE ADMINISTRATION, UNIVERSITY OF MICHIGAN 


Mr. Conen. I had at this late hour thought that I might forgo my 
testimony and spare the committee this extra.labor. But as I sat in 
the back of the room, thinking that it was only Senator Byrd and 
myself here today who 25 years ago sat in the Finance Committee 
when it was first considering social securi ity I thought I ought to take 
advantage of this historic occasion to say a few words to the com- 
mittee. 

This is the 25th year, Senator Byrd, of the Social Security Act. 
A lot has transpired in that time, and I think it is well worth an op- 
portunity to reflect.on some of that exper lence. 

I am testifying here in several capacities. I was a member of the 
Advisory oun il on Public Assistance appointed by the Secretary 
of Health, Education, and Welfare pursuant to the amendments 
adopted by this committee in 1958, which requested that a thorough 
evaluation be made of the public assistance program. Some of the 
amendments in the House-passed bill, reflect the views of this Ad- 
visory Council on Public Assistance, whose report has been made to 
you, but the recommendations of which have not yet been put into 
the record. 

In part, the House Committee on Ways and Means did consider 
some of the recommendations of the Advisory Committee, and I 
should like to comment briefly upon them. 

I should like to ask permission first to insert in the record a state- 
ment of the American Public Welfare Association on this bill since 
as a member of their welfare policy committee, I have been asked to 
represent them here today, too. i should like to summarize, after 
putting the statement in the record, their main views. 
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The CuatrmMan. Without objection. 
(The document referred to follows:) 


STATEMENT OF THE AMERICAN PuBLIC WELFARE ASSOCIATION ON HLR. 12589 | 
SOcIAL SECURITY AMENDMENTS OF 1960, TO THE SENATE COMMITTEE OF Finance 

This statement presents the views of the American Public Welfare Association 
on H.R, 12580, the Social Security Amendments of 1960, as passed by the House 
of Representatives. 

The American Public Welfare Association is the only national organization of | 
local and State public welfare departments and of individuals engaged in public | 
welfare at all levels of government. Its membership includes Federal, State, 
and local welfare administrators, board members and welfare workers from 
every jurisdiction. As the result of the discussions in our councils, committees 
and conferences, our board of directors of 27 persons, representing all parts of 
the country, adopts official policy positions on issues of current significance. 
These policy positions govern the association’s testimony on proposed legisla. 
tion relevant to the field of public welfare. 

Over the years the association has supported strongly all sound recommen. 
dations which have advocated broadening and strengthening the social insurance 
programs of our country. We have talked many times with the Senate Com. 
mittee on Finance about our observations of the social insurance and public 
welfare programs and believe that we have unique background for evaluating 
the interrelationship of social insurance and public asssitance. 


COMMENTS ON TITLE XVI 


For more than 20 years, the association’s medical care committee, made up of 
persons knowledgeable in health and welfare programs throughout the country, 
has studied the medical care problems of needy and low-income individuals and 
families and methods of administering and financing medical services required 
by them. The medical care committee is fully familiar with the present extent 
of medical care programs in public welfare and with the gaps which still remain, 
Despite the fact that the association, since its inception almost 30 years ago, has 
considered as a major responsibility the stimulation and promotion of programs 
of medical care of adequate quality and quantity in the public assistance pro- 
grams, and although there have been very large expenditures for medical care 
in these programs, we find that there are gaps and deficiencies still existing in 
many States with respect to the provision of medical care for the needy aged and 
other needy persons. We do not believe there are more than 15 to 20 States 
in which needy persons, including the aged, can receive all the medical care they 
require with the assistance of public funds. We are in full agreement with the 
decision of the House Ways and Means Committee, therefore, that there must 
be action taken to improve the provision of medical care for aged persons, although 
we are not in complete agreement with the method suggested, nor do we believe 
that the proposal fully meets the need. 

H.R. 12580 proposes that a new Title XVI, Medical Services for the Aged, 
be added to the Social Security Act. We have studied this title with care and | 
have certain comments which we would like to submit for consideration. | 


ments as an eligibility factor in determining eligibility of low-income aged 
persons for medical care; 

2. The fact that the bill recognizes the broad scope of services needed by 
the aged (although we do disagree with the limitations in amount placed 


We approve: 
1. The prohibition in title XVI against the imposition of residence require 
on certain essential services and supplies) ; 


| 
| 
| 
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3. The requirement that both institutional and noninstitutional services 
be provided to the aged. This, we believe, will serve to reduce unnecessary 
institutionalization of older persons ; 

4. The prohibition against an enrollment fee premium or similar charge 
to be imposed as a condition of any individual’s eligibility for medical 
penefits under the plan. (We believe that there should also be a prohibition 
against any deductible or coinsurance feature since this is a needs program 
and not an insurance program. ) 


DOVETAILING TITLE XVI INTO TITLE I 


We question whether there is actual need for this new title, even though we 
agree with the intent and the provisions we have commented on. Essentially 
the program described in title XVI is part of the old-age assistance program 
anda number of States are already assisting medically needy aged persons under 
title I. We believe that the same ends could be achieved by amending title I 
to make clear the intent of Congress that old-age assistance should include aged 
persons of low income who are unable to finance their full medical care require- 
ments. It appears to us, from the viewpoint of economical and sound administra- 
tion, that this revision of title 1 would be more satisfactory than the establish- 
ment of a wholly new title. We believe, too, from our observation of State legis- 
lative activities, that most States would find it more possible to obtain authoriza- 
tion, if needed, to expand services and assistance under title I than to obtain 
legislation establishing a “new” program. As one example, we would point out 
that Texas would undoubtedly need a constitutional amendment in order to 
participate in title XVI. 


COMMENTS OF SECTION 602 OF THE BILL 


In this connection we would like to comment on section 602 of H.R. 12580 which 
proposes somewhat more favorable Federal matching for States (an increase 
in the matching ratio of 5 percent) contingent upon a showing of an improvement 
in their old-age assistance medical care program. There are both inequities and 
problems in this provision since it would provide no additional funds in OAA 
medical care to those States that have, at great State expense and with very 
limited Federal matching, financed broad programs of medical services and 
supplies for aged persons. These States, of course, could show no improvement 
in their medical care programs since they already include all essential medical 
requirements. We are in full agreement that the poorer States need additional 
help but we think that this can be accomplished through further modifications 
of the matching formula based upon per capita income in the States. The im- 
provement grants suggested in section 602 would, in fact, reward a number of 
average or high income States that have been backward in meeting the medical 
care requirements of their aged persons. Our suggestion that title XVI be in- 
cluded in title I would do away with this provision and would make it possible, 
through an appropriate modification of the matching formula, to establish a 
more equitable method of Federal participation for both the higher and lower 
income States. 

COMMENTS ON SECTION 705 OF THE BILL 


The association is pleased to note section 705 of H.R. 12580, which would 
amend the general provisions of the Social Security Act to require the Secretary 
to develop and revise from time to time guides or recommended standards as 
to the level, content, and quality of medical care and medical services to be used 
in evaluating and improving the public assistance medical care programs, in- 
cluding programs of medical services for the aged. We have long felt that 
the Department, through its Bureau of Public Assistance, should provide more 
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leadership to the States in this connection. We are pleased to see a recommenda. 
tion of this kind in the recent report of the Advisory Council on Public Assistance, 
We would suggest that in addition to this provision there be a requirement tha 
the Secretary establish a broadly constituted medical advisory committee, as 
was also recommended in the report of the Advisory Council on Public Assistance 


HEALTH INSURANCE FOR OASDI BENEFICIARIES 


We believe, however, that even with the changes we have suggested in title 
XVI and related portions of H.R. 12580, our country would be far from meeting 
the health needs of all aged persons. In our opinion this can only be done through 
an extension of the old-age, survivors, and disability insurance program to in- 
clude health service benefits. We will still need provisions under public aggigg. 
ance for those persons who do not qualify under OASDI, but we are fully ¢op. 
vinced that the social insurance mechanism is the soundest approach to meeting 
medical need for the great bulk of aged persons. 

The association, as a result of its studies, has included in its Federal legisla. 
tive objectives, which are reviewed each year by the association’s board of qj. 
rectors, the following statement : 

“Health costs of old-age, survivors, and disability insurance beneficiaries 
should be financed through the OASDI program. Arrangements for achieving 
this objective should take into account the priority needs of the groups to be 
served; availability of facilities, personnel and services; and protection an 
encouragement of high quality of care, including the organization of health and 
related services to effect appropriate utilization of services and facilities,” 

As this policy statement indicates, we are in full accord with the principle of 
amending the OASDI program to include the financing of certain health benefits 
for social security beneficiaries. We believe that it is not the wish of the Ameri. 
can people that substantial numbers of our aged citizens be required to turn to 
public assistance for help with their medical needs. Whereas cash benefits under 
the OASDI program in many instances may be sufficient for the individual's 
average maintenance requirements, it is rare that medical costs of an unpre 
dictable or large character can be met unless the aged or disabled person has 
considerable other income and resources. It has been established that only a 
small proportion of aged and disabled people fall into this fortunate group. 

We strongly urge, therefore, the establishment of a program of health bene 
fits for social security beneficaries as part of OASDI. This program, together 
with the expansion of OAA to provide better for the medical needs of persons 
not eligible under social insurance or whose needs cannot be fully met in that 
way, would give to all aged persons the assurance that they will not have to go 
without essential medical care when their working years are over. We sub 
scribe to the principle of financing the costs of any health insurance benefits to 
OASDI beneficaries through the contributory social insurance program so widely 
accepted by the American people. We believe that it is both proper and de 
sirable for all employers, employees, and the self-employed to finance the costs 
so that individuals during their working years will build for themselves health 
insurance coverage which will meet their needs after retirement. It appear 
that voluntary insurance cannot accomplish this for any large number of per 
sons within the reasonably near future. 


SUPPORT FOR OTHER PROVISIONS IN THE BILL 


We should like to comment briefly on some of the social insurance provisions 
in H.R. 12580. It appears to us that the recommendations for change, both major 
and minor, are in the right direction. We are particularly pleased with the 
removal of the age 50 limitation for disability insurance benefits. We support 
strongly, too, the measure which would strengthen the rehabilitation aspects of 
the disability program by providing a 12-month period of trial work during 
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which benefits would be continued for all disabled workers who attempt any 
planned rehabilitation rather than limiting this trial work period to those re- 
ceiving services under the official Federal, State vocational rehabilitation pro- 
gram, aS at present. ; ; ; 

We support the change in the insured status requirement for retired workers, 
the new benefit protection provisions for widows and children, and the extension 
of coverage to self-employed physicians and to a number of other groups. 

We are pleased to note that the authorization for appropriation for the 
maternal and child health services program would be increased to $25 million 
and the services for crippled children authorization to $25 million. We are dis- 


appointed that the bill proposes that the authorization for appropriation for the 
child welfare program be increased only to $20 million. Our studies of needs in 
this program indicate that this authorization, too, should be increased to $25 
million and we have previously recommended this to the Congress. The new 
authorization for research and demonstration projects in the child welfare serv- 
ices program, which would permit grants to public and other nonprofit institu- 
tions and agencies for this purpose, would meet an existing need for further study 
in the child welfare field. 

Mr. Conen. I might say that the State welfare administrators as a 
whole, and those persons who make up the American Public Welfare 
Association, after considering the proposal of the Secretary of Health, 
Education, and Welfare, and conferences with him at which we at- 
tended at his request, we come to the conclusion that the plan he pre- 
sented to the committee yesterday from the standpoint of State and 
local administration is not a realistic plan that can or should be 
adopted at this time. 

Senator Doveias. That is the opinion of the American Public Wel- 
fare Association. 

Mr. Conen. That is correct, Senator. 

Senator Doveias. Consisting of State directors of public welfare. 

Mr. Cowen. Yes, sir. 

Senator Doveias. And who are in the public welfare field. 

Mr. Conen. That is correct. 

Senator Curtis. Just for the record when did they arrive at that 
conclusion ¢ 

Mr. Conen. First, the Secretary called the executive committee of 
the State administrators in for a conference. 

Senator Curtis. Yes, sir. 

Mr. Conen. I can’t remember the date but it was at the time the 
Ways and Means Committee was considering the legislation and the 
chairman of the Ways and Means Committee asked that they consult 
the Senate welfare administrators, which was done. 

Senator Curtis. How large is the executive committee? 

Mr. Conen. At that time it was 6, 8, or 10. 

Senator Curtis. How many attended / 

Mr. Conen. About that number, I would say maybe eight, and 
since that time, Senator, the board of directors of the American Pub- 
lic Welfare Association has met to discuss this. I don’t want to imply 
that this represents the view of every single State administrator be- 
cause they were not consulted individually. 








306 SOCIAL SECURITY AMENDMENTS OF 1960 


Senator Curtis. I am not quarreling with you, but I think we should 
keep this in mind, with reference to these telegrams of Governors , and 
others, if we put them in the proper perspective. 

How many people have seen the formalized plan developed by 
Flemming / 

Mr. Conen. Well—— 

Senator Curtis. At the time you take the action ? 

Mr. Conen. At the time they took the action Secret: iy Flem- 
ming presented to us a summary of his proposal, cost estimates State 
by State which were probably the same ones that were discussed here 
yesterday, and the details of the plan but not a specific bill. There 
was no bill at that time, but the main elements, inc luding the matter 
of deductibles, coinsurance and use of the State agency 

Senator Curtis. So this is the action of the executive board? 

Mr. Conen. Yes, sir. 

Senator Harrke. If you will permit me to interrupt and if you will 
vield at that point, there is no bill embodying the Flemming proposal 
today. 

Mr. Coven. We did not see one at the time. 

Senator Harrke. There isn’t any. 

Senator Doveras. It was more than the executive committee, was it 
not? The board of directors approved this statement. 

Mr. Conen. The board of directors did not formally approve this 
statement which I submitted to you. They discussed it. It was not 
formally presented to them at that time for their endorsement. 

The second point I want to make is a rather important point, that 
all of the objectives of this new title 16 that are in the House bill, 
could be achieved by dovetailing them into the provisions of title] 
into the present act without the need of setting up an entirely different 
or new category of grants, with separate plan requirements. 

In other words, insofar as there are good purposes, objectives, and 
provisions in the new title 16, why not put them directly into title 1! 

Senator Curtis. Are you saying that by revising the eligibility, so 
far as the means test is concerned, you can carry out title 1% 

Mr. Cowen. Yes, every single new provision that is in title 16 could 
be inserted into title 1 because the objective of title 16 is nothing more 
than saying “We wish to broaden the concept of medical care mor 
explicitly in title 1 for needy aged persons.” So there is absolutely 
no reason why there needs to be a whole new title, a wholly new set of 
plan requirements asking the Governors, the budget directors, the 
legislatures to give authorization to a whole new program, when that 
program already exists under title 1 and if you want to say that you 
think the provision should be more liberal or changed, the committee 
could well insert that into title 1 

There is absolutely no reason that there needs to be the whole new 
title. 
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Senator Curtis. All of these recent remarks are in reference to a 
hill that passed the House. 

Mr. Conen. Yes. 

Senator Curtis. Not as to Mr. Flemming? 

Mr. Couren. No, I am speaking now of the more limited plan of 
what might be called the medically indigent proposal in title 16. 

Senator Curtis. What are you say—a big change in that in exist- 
ing law is a definit ion of who is in need # 

Mr. Courn. Absolutely. All really title 16 does is create a legisla- 
tive history that says “The definition of need in section 6 of title 1, 
should be looked at by the States as being a little bit more liberal than 
the test of economic need for cash assistance.” 

Now it does put in some different plan requirements which are im- 
portant, but every single objective, Mr. Curtis, of title 16 can be 
achieved within the present arrangements of title 1. 

[ have gone through the whole title, and can indicate where various 
provisions can easily be deleted because some of them are simply 
repetition of what is now in title 1. | 

My third point is that section 602 of the bill in title VI which 
provides for this 5 percent improvement of medical care for old-age 
assistance recipients in title 1, is really very inequitable, very difficult 
toadminister, and in our opinion ought to be eliminated. 

If you will recall Secretary Flemming’s testimony, he gave a half- 
hearted endorsement of it. 

He said he thought it was worth trying, but actually, it seems that 
it is very inequitable. For instance, the State of INinois wouldn’t 
get anything out of that provision at all, because the State of Illinois 
already has a very broad-gaged medical-care program. So because 
it went ahead and on its own out-of-State and local money made the 
improvement, it would not get anything at all. This provision also 
puts into the Secretary’s hands the authority to determine what is a 
significant improvement in medical care, which in my opinion would 
run into a lot of controversy as to what is significant and what is not 
significant. 

I think in the interests of good administration and sound Federal 
and State relations between the States and Federal Government it 
would be much better if that were eliminated. 

Fourth, the new planning grant money that is contained in section 
603 ts not necessary in any way whatsoever, because the present title 
lalready authorizes 50 percent Federal grants to the States for the 
administration of medical-care programs for public assistance. So 
there is a whole new section in here authorizing 50-percent funds to 
the States up to $50,000 per State, which absolutely is not necessary 
whatsoever. 

_ The States already have that opportunity to get full Federal match- 
ing for planning in medical care, and it would seem to me that that 
section is unnecessary and just can be eliminated. 
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It is already in existing law. 

Fifth, if title 16 is retained in the wisdom of this committee, if you 
should decide that you do want to create a whole new medical-care 
program for the medically indigent, then we do have some specific 
suggestion for elimination of what we think is much of the surplus 
language in title 16, which is not designed in any way to assist the 
States in giving them latitude but rather to curtail them in meeting 
the needs of people in the medical-care field. 

For instance, certain limits are put on laboratory and X-ray ex- 
penditures which the States do not have any limitation on now, jf 
you are to meet the laboratory and X-ray costs of individuals on g 
matching basis, well, you ought to meet them. 

So it seems to us that these various limitations and specifications jp 
the bill are not consistent with title I. Title I at the present time 
now just uses the term “medical care” and leaves it entirely up to 
each State to determine how much or how little of medical care it 
wants and matches the Federal funds on that basis. 

So we think if you do include title 16 in principle you ought to 
over it with a very fine-tooth comb and remove much of what is vail 
unnecessary to effective Federal-State relations. 

Sixth, there is a section 705 in the bill which carries out the recom- 
mendations of the advisory council on public assistance, of which | 
was a member establishing medical care guides and reports for public 
assistance and medica! services for the aged. 

We think this is highly desirable and we endorse the provisions, 

However, in our report of the advisory council on public assistance 
we did recommend that there should be established an advisory com- 
mittee on public assistance medical care. ; 

We repeat that recommendation and urge that you include it inte 
the law, and provide that the Secretary in establishing any such guides 
or standards shall consult with this committee. We believe that on 
this committee should be representatives of doctors of the medical 
association, and other persons, including the professions that have an 
interest, in order to assist the Secretary in establishing those guides 
and standards so that medical care in this country can be improved. 
We think that should be incorporated in the section 705 of the bill 
which creates section 1112 of the act. 

Seventh, I would like to make this point, and I think Senator Byrd 
may be interested in it in connection with the points he made yesterday 
with the Secretary. 

When we made this report, Mr. Chairman, the advisory council @ 
public assistance, which I hope all of the members will study because 
it was made to the Senate, we asked that the Department do a study 
of what was the existing deficiencies in the State public assistance 
programs at the present time for just the present beneficiaries, not 
broadening the program with respect to new classes. When you ar 
considering the fiscal implications of this program, I would like t@ 
draw attention to the table on page 69 of our report, which points out 
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that at the present time for medical care of just the old-age assistance 

recipients on the rolls, there is an estimated deficit of $268 million in 

the present program to meet a reasonable standard of medical care 

throughout the United States for just the 2.4 million aged persons on 

the existing assistance rolls. I am not talking about any other group. 
(The tables are as follows:) 


Taste 1.—Old-aye assistance and aid to dependent children combined—Estimated 
annual increas needed’? in public assistance payments under specified 


measures 


[Based on numbers of recipients and amounts of assistance expenditures for public assistance at end of 
calendar year 1958] 


ee salacell ities caiincaiiliid 
Geographical region ? 
United : we Sool 
Measures used to estimate needed increase States 
North- North | South 3 West 
east Central 


A. Estimated total increase needed for basic living 
requirements and special needs including medical 
care (annual rate in thousands) 


Cost measure of recipient's requirements other than 
for medical care 
1. State cost standards, end of calendar year 1958_| $576,690 | $18,605 | $96,055 | $423, 3: 
2, Twice cost of USDA low-cost standard food 
plan (for basic items only; special nonmedi 
cal needs as in State cost standards 
(a) Average U.S. cost : 1,108,335 | 78,920 | 186,500! 777,435 | 65,480 
(b) Average cost in specified region 1,096,445 | 113,300 | 207,465 | 688, 860 | 86, 820 


5 $38, 695 


B. Estimated increase needed for basie living re- 
quirements and special needs excluding medical 
care (annual rate in thousands) 


Cost measure of recipients’ requirements other than 
for medical care: 
1. State cost standards, end of calendar year 1958_| $254, 505 $3, 335 $51, 565 | $192, 540 $7, 065 
2. Twice cost of USDA low-cost standard food 
plan (for basic items only; special nonmedi 
cal needs as in State cost standards 


(a) Average U.S. cost 736, 150 63, 650 142, 010 546, 640 33, 850 
(6) Average cost in specified region 774, 260 98, 030 162, 975 4158, 065 55, 190 
C. Estimated increase needed in medical care ex- 
penditure innual rate in thousands) 
Average amount for medical care per recipient in 
States estimated at median at int for 24 States 
with expenditures above the national median 
Total, old-age assistance and aid to dependent 
children combined $322, 185 $15, 270 $44, 490 | $230,795 $31, 630 
Old-age assistance a 268, 270 10, 230 34, 890 194, 535 28, 615 
Aid to dependent children — 53, G15 5, 040 9, 600 36, 260 3, O15 








‘To meet full need for public assistance for costs of basic living requirements and special needs other 
than medical care and to provide, through public assistance, medical care in all States similar in scope and 
cost to care provided in 24 States with average medical care costs per recipient above the national median. 

? As defined by the U.S. Bureau of the Census; see footnote 3 of text of report, p. 60, for listing of States 
included in each region 

+ Estimated increases under the special ad iptation of the standard food plan for the South would be about 
$31,000,000 less annually than under the estimate based on costs of the standard food plan at average cost 
in the southern region. 


Nore.—See tables 2, 3, and 4 for detailed figures from which above totals are computed, 
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In other words, when this committee is considering the fiscal im- 

lications of the program, I think you have to be aware of the fact, 
as 1 know you have been many times when proposals for changing 
the Federal-State formula are concerned, that the estimate shows 
that, if you were to bring all the States up to this minimum level 
there would need to be $268 million more. 

Senator Curtis. How much is spent now ¢ 

Mr. Conen. On medical care # 

Senator Curtis. Well, on this item where you said there was a 
deficit of $268 million. 

Mr. Conen. Well, on medical care alone, using your stafl’s excel- 
lent report on this matter, they show that for vendor payments and 
medical care in old-age assistance in table 2 of your report that $220 
million was spent in 1959, 

Senator Curtis. That is Federal funds? 

Mr. Conen. No, that is the total that is Federal-State. 

Senator Curtis. The total ? 

Mr. Conen. Yes, sir. 

Senator Curtis. And you say that is $268 million short ? 

Mr. Conen. Yes, sir; according to the reported based on 1958 levels. 

Senator Curtis. What is the per capita cost there, if they would 
supply this deficit ? 

Mr Couen. The per capita cost is for medical care. 

Senator Curris. Assuming that the Congress would provide the 
deficit which you say exists? 

Mr. Conen. I can give it to you. 

Senator Curtis. It. would be over $200 / 

Mr. Conen. About $9 per month or about $100 per year per capita. 
I want to also give you a much more startling figure. The study 
estimated what the total deficit would be for all of old-age assistance 
of the present old-age assistance beneficiaries because—— 

Senator Curtis. I don’t want to remain on this too long, but maybe 
you ought to define what a deficit is. Do you mean checks written 
where there is no money in the bank ? 

Mr. Conen. No, sir. 

Senator Curtis. What is it ? 

Mr. Conen. Each State determines for itself what is the standard 
of assistance in a State. That requirement was put in this 1935 at 
Senator Byrd’s insistence. I remember that very distinctly. Each 
State sets its own standard and has to submit to the Federal Govern- 
ment what that standard is. Now, not all the States have that money 
to pay that standard. They define the standard and then if the legis- 
lature does not put up enough money that biennium they pay a pro- 
portion of that amount or a maximum put in the limit. 

Senator Curtis. Is the usual deficit between what the States deter- 
mine as a standard and what they actually spend ? 

Mr. Conen. That is correct, sir. I will give you what the deficit is. 

Senator Curtis. You have already told us. 

Mr. Conen. No, I just did that for medical care. I am now going 
to give you the standard—— 

Senator Curtis. I am just talking about medical care. 

Mr. Conen. Let me start over again. The deficit for all assist- 
ance—old age assistance and aid to dependent children—ineluding 
medical care on the State’s own standard for 1958—was $576 million. 








314 SOCIAL SECURITY AMENDMENTS OF 1960 


Senator Curtis. Twenty-five years after the social security law wa 
passed ¢ 4 

Mr. Cowen. That is correct. Page 69 of the report. 

If you then take a different standard, that is using the U.S, De. 
partment of Agriculture low-cost food standard plan, and assume 
that food represents for these low-income people 50 percent of the 
cost, the deficit comes to $1,108,335,000. 

Now, the reason I mention that is, it gives you, irrespective of 
whether you happen to agree with these particular standards or noj 
some idea of the gap that exists today with respect to the existing 
program. This committee and the Congress is already extending to 
the States an offer to match part of the cost. You already in the 
Social Security Act hold out to each State, saying within the limits 
that have been put on, if you put up more money, we will finance 
more of that cost. 


Mr. Couen. Yes, sir, and I am only talking about the 2.4 million 
aged out of the roughly 16 million and the dependent children. 

Senator Curtis. Now, the theory of the Forand bill would go ahead 
and leave out all of those people again. 

Mr. Conen. Mr. Curtis, as a matter of social priority, in deter. 
mining what needs to be done, the medical care needs of the people 
now on old-age assistance ought to be given very careful consideration 
by this committee and it is for that reason that I am going to sug- 
gest. that vou do something to improve medical care also for people 
now on old-age assistance, and my specific suggest ion, as you know—— 

Senator Currts. Would you treat them just like you treat present 
beneficiaries of OASI? 

Mr. Conen. What do you mean, Senator Curtis ? 

Senator Curtis. Well, the Forand bill, which I do not approye of, 
takes care of present beneficiaries of OASI, but it excludes all other 
old people of this generation. 

Mr. Conen. Well, if you are going to adopt, as T hope you would, 
some kind of an insurance program that would take care of medical 
costs for these people, then I think you have two alternatives that 
are open to you: You either must greatly improve title I to take careof 
the medical care needs of the people who are not covered, or you must, 
out, of Federal funds, in a sense blanket in or purchase the cost of the 
equivalent medical care for people who otherwise would not be cor 
ered by that, and of those two alternatives—— 

Senator Curt. In the Forand bill, I don’t want. to drag this ow 
too long, but in the Forand bill you blanket in all the present bene 
ficiaries of OASIT, do you not ¢ 

Mr. Conen. The OASI? 

Senator Curtts. Yes. 


Mr. Conen. You give them the medical care benefits, yes, that i 


correct. ' 

Senator Curtis. That is my quarrel with the architects of social 
security. Our economy carries an enormous load to support the soeiil| 
security system, and it is still a selective program. It was testified 
here this morning that people who went on the beneficiary rolls i 


Senator Curris. What you are saying is 25 years after the enget. 
ment of title 2, it misses taking care of our aged, according to our 
figures, by half a billion dollars a year. 

' 
' 
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1340 have not paid anything since. They got on the average $22 and 
now get So0-some, and now you gain propose a payroll tax to add to 
it medic: al and hospital benefits. But you exclude al] the rest of the 
aging population. 

Senator Dove.as. Senator, are you proposing that we make this 
more universal / 

Senator Curtis. I am against this medical section, but I have al- 
ways felt that our social security system failed in both respects: One, 
to set up a prepaid plan for the present generation, which I doubt if 
it could do, or otherwise meet our problem in this gener ration, 

Senator Doveras. I would like to point out that the McNamara bill 
includes those under old age insurance, those under old age assistance, 
but also those in an intermediate zone who are not under either of 
those two systems and which includes everybody except the aged 
who are employed fulltime. Your statements in these last few min- 
utes have given me hope, Senator, that you have become a convert to 
theMcNamara plan. | Laughter. | 

Senator Curtis. No, no. I am against both the Forand and the 
McNamara proposal. 

[ would like to ask the witness, are you for the Forand bill ? 

Mr. Cowen. I am. 

Senator Curtis. Are you opposed to the McNamara bill ? 

Mr. Conen. No. 

Senator Curtis. Which is your preference ? 

Mr. Conen. Let me put it this way, Senator: I think the McNa- 
mara bill contains some very desirable provisions. But I am rather 
conservative myself, you may know from our long contact and ex- 
perience, you may take a little exception to that [laughter | but if 
you are going to start on that principle, it is best to take a scope of 
henefits initially that can be administered efficiently and workably. 
I would, therefore, take a scope of benefits that would probably cost 
closer to a half percent of payroll at this time than a percent of pay- 
roll, because having been in on the initial administration of social 
security, I feel the most important thing on any new benefit that we 
take is to have a sound administrative program that will be effective. 
I don’t believe in taking more than you can handle efficiently. 

Senator Curtis. You mean selecting your beneficiaries / 

Mr. Conen. No, I was not talking 

Senator Curtis. From that vested group? 

Mr. Courn. No, no, you misunderstand me. 

Senator Curris. No, I think I have been studying this thing for 29 
years and I have heard you testify every time, you and Mr. Cruik- 
shank, for a selected list of beneficiaries. 

Mr. C OHEN. No. 

Senator Dovucias. I welcome a new convert to the McNamara- 
Forand plan. 

Senator Curtis. I told you I was opposed to both, but I want to 
point out the weakness and the social injustice of the Forand bill. 

Mr. Conen. You didn’t give me a chance to finish, Senator Curtis. 
[ was talking about the se ope of benefits and not the beneficiaries. I 
endorse complete ly the objective either in the McNamara bill or in the 
principles of title 16 of some method of providing protection to those 
groups that are not covered. But I do feel that in doing that you 
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have to keep in mind the criterion that Senator Byrd has said, how 
aa do you want to spend out of general revenues? If you say to 

Senator Curtis. You are not proposing to pay the present OAS] 
beneficiaries hospital and medical benefits out of general revenues, are 
you ¢ 

Mr. Conen. No. But I think that is—— 

Senator Curtis. All right. You are, you are selecting beneficiaries 

Mr. Conen. We are selecting beneficiaries with respect to which the 
payroll tax income shall apply, yes. 

Senator Doveras. Senator, if we include this broader group will 
you join in your support ? om 

Senator Curtis. No. 

Senator Doveias. If we meet your objection ? 

Senator Curtis. I am against Government medicine, I am for the 
voluntary system. If you are going to force it on me, I want you to 
be fair in your distribution of the proceeds. : 

Senator Doveras. Then you won't criticize us if we do make it 
all inclusive ? 

Senator Curtis. Why yes, I am criticizing it because I don’t think 
I can convert you. {| Laughter.] 

Mr. Conen. Senator Curtis, you remember several years ago in the 
Ways and Means Committee when we went over this again and again 
in talking about how to finance this out of general revenues. We have 
never been able to get the Ways and Means Committee or the Senate 
Finance Committee to go along and put the money up out of general 
revenues. 

Senator Curtis. You are not even suggesting that now? 

Mr. Conen. No, sir, I would. If the Senate Finance Committees 
would report out paying for that out of general revenues, I would 
feel it was a very sound idea, and I urge you to get the Senate Finance 
Committee to do that. But I—— 

Senator Doveias. I join the witness in that request. 

Senator Curris. You still insist that a certain vested group should 
get it whether or not it comes out of general revenues? 

Mr. Conen. I am not a perfectionist, if the Senate Finance Com- 
mittee were to give me 80 percent of what I asked for I would bk 
very happy and content. 

Senator Curtis. All you have to do is raise your request by % 
percent. 

Mr. Conen. Returning to my eighth point, I do want to urge that 
the Finance Committee give consideration to the restoration asa 
minimum of the deletions in public assistance that were made by the 
Finance Committee and on the floor of the Senate in 1958 under the 
threat of a Presidential veto when some of the public assistance mod: 





fications were dropped out of the bill 2 years ago. These would have} 


been very helpful to the States in developing a broader program d 
assistance. 


As the Senators here will recall, because of the lateness of the hour] 


in 1958, and because the Secretary said that he would recommen 
that the President veto the 1958 bill if it contained the public assist 
ance provisions of the House-passed bill, the Senate Finance Com 
mittee made certain deletions in the public assistance provisions, and 
Senator Smathers made certain others on the floor. 
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[would certainly urge if you either provide title 16 or put title 16 
in title 1, that you do restore, as a minimum, those 1958 provisions 
shich the House passed which were sound in principle and very 
geritorious. I am under the impression that the only reason they 
yere taken out either in the Finance Committee or on the floor at that 
ime was in order to attain a bill that the President would sign, at 
jst that is the statement that was made on the floor. 

Ninth, in the bill there is an authorization for child welfare serv- 
ies in section TO7(a)(3)(a) of $20 million, although the ma- 
mal and child health and crippled children authorizations are 
increased to $25 million. This seems an obvious discrimination to take 
oe of the three childrens’ programs and only give it $20 million, and 
the other two to give them $25 million. Consistent with the report of 
the advisory council on child welfare services which was also made 
othiscommittee we would urge that it be made $25 million. 

Tenth, there is one other amendment that I think is desirable. In 
the House-passed bill, they limited title 3 administrative expenses to 
the States for the financing of unemployment insurance to $350 million 
and although they increased the payroll tax one-tenth of 1 percent, 
bringing in far in excess of that, they then said the States can only 
get $350 million. “TS 
Now, this seems to me an unnecessary limitation on a State when 
all that money that comes in by a specific payroll tax. It would seem 
tome if there should happen to be an unfortunate rise in the number 
of jobless people in the next year or two, to have held down the ad- 
ministrative costs under title 3, even though there is plenty of money 
cming in. This is an unnecessary restraint on the States. I would 
urge you to take off that $350 million limitation, and not have any. 
This is not a cost to the Federal Government, because this is deducted 
from the payroll tax yield of four-tenths of 1 percent from the em- 
ployers. 

Senator Dovcias. The amount formerly allowed for administra- 
tion was three-tenths of 1 percent, was it not ? 

Mr. Conen. Yes, sir, in this bill it is increased to four-tenths of 1 
percent. 

Senator Doveias. Why is that? 

Mr. Conren. That is because as you recall in connection with the 
1958 extension of unemployment insurance, the States borrowed the 
full $200 million from the loan fund, and then you gentleman author- 
ed, about $600 million to be loaned to the States which they pay 
back now within the next couple of years. 

Now, the House Ways and Means Committee, on the basis of that 
experience and the recommendations of the Department of Labor, said 
the loan fund ought to go up to $550 million. So that the States will 
be better able to borrow if there is another recession. Well, that seems 
reasonable to me to help the States carry their own load, if joblessness 
should increase. 

But then they said, if it does increase, and you have got to put on 
more people to pay unemployment claims, we are only going to let. the 
Federal Government give you $350 million worth of administrative 
expenses. Yet the money is all there. It is money dedicated only to 
this purpose, not coming out of general revenues. It seems to me 
that on the face of it that is not only inconsistent but not desirable with 
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having an unemployment insurance program that will be able tj 
operate quickly and effectively. 

Senator Doveras. The extra allowance of one-tenth of 1] percent js 
really to rebuild the loan fund. ? 

Mr. Conen. That is correct. It is to rebuild and to increase the 
loan fund. The previous authorization, first it was you remember 
the George loan fund of 1944 and then the Reed fund of 1954, has 
maximum authorization of $200 million. That has all been dis 
bursed to the States, actually only two States. : 

Senator Dovenias. What were the two States? 

Mr. Conen. The two States were Michigan and Pennsylvania. This 
bill, incidentally, makes some very desirable changes in making the 
State repay their loans more promptly so that other States can get i 
if they need it. All of those provisions in the bill would help the 
States, which are sound except this one provision which is a definite 
limitation on the ability of the unemployment insurance system to 
act quickly, 

That is the effective element in unemployment insurance, the auto 
maticity with which the benefits will be paid as soon as the people 
go into a State unemployment insurance office. 

It seems to me, if I may say so, very shortsighted to have put that 
limitation on. It is my understanding from the House discussions 
that the Secretary of Labor did urge the committee to take that off, 
although you may wish to ask if that is still the current policy. 

Senator Doveras. May I ask, what proportion of the 3 percent is 
actually spent for administration? What percentage of benefits, no 
contributions, would the administrative costs represent ? 

Mr. Conen. The administrative costs of the States, not counting 
the Federal costs, I imagine, are running about $300 million a year, 
$325 million is authorized for the next year. 

Senator Doveras. And how much are the benefits? 

Mr. Conen. Well, the benefits, of course—— 

Senator Doveias. How much were the benefits last year? 

Mr. Conen. The benefits in 1958 during the recession, I remember 
that figure very distinctly having just published a study on it, wen 
in the neighborhood of $4 billion. 

Senator Doveras. And this last year? 

Mr. Conen. This last year, in 1959, $1.8 billion. 

Senator Doveras. So that 

Mr. Conen. That would be about 15 percent, in sort of a normal 
period of rather minimal unemployment, and perhaps about, I woull 
say. 8 percent in a period of higher employment. 

Mr. Murray points out that includes the employment service as wel 
as unemployment insurance. Yes, the whole system. 

Senator Doveras. Yes. Finding jobs as well as paving benefits! 

Mr. Conen. Yes, and the reason I am making a big point of it 
from some studies T have underway, I rather suspect unemployment 
is going to be up next year, Senator, and I would like to have om 
unemployment insurance system be as ready and as effective to met] 
this instantly as can be. 

Senator Doverias. You want to be careful of what you say or ya 
will be called a prophet of doom and gloom. [Laughter.] 
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Mr. Conen. Well, I am only saying insofar as our unemployment 


-urance system can meet that and thus help our free enterprise 


monoIDy, and that is within this particular bill to do, I would urge it to 


be done. 


Now, I would like to submit just two things for the record, Mr. 
Chairman. I have prepared a table here since the chairman expressed 
an interest yesterday in the material on the cost of this. You will 
recall that on page 11 of the House committee report is this table that 
showed for title 16 Federal cost of that would be $165 million if all of 
ihe States came in. I don’t believe myself that the States have the 
fnancial capacity at this time to raise their $159 million to match 
that. But what I did do was attempt to show those figures in relation- 
ship to the proportion of aged in the country. I want to make just 
afew comments on this table and then if you want I will put it in the 
record, Mr. Chairman. 

The CHAIRMAN. Without objection. 

Mr. Conen. Under that title 16, four States get 60 percent of the 
Federal money, and that is—— 

Senator Curtis. What four States? 

Mr. Courn. New York, Dlinois, New Jersey, and Massachusetts. 

The CHainMAN. You are speaking of the House bill, are you not? 

Mr. Conen. I am speaking of the House bill. This is a further 
daboration of my argument that to the extent you are going to keep 
it, put it directly into title 1 where it can be dovetailed much more 
sensibly. 

Senator Curris. You say four States get 60 percent of it. 

Mr. Conen. May I say there, Senator, don’t forget that this means 
that Illinois would only get its $19 million if it put up $19 million of 
new money, whereas in title 1, there is a lot of money that Lllinois is 
already spending which it doesn’t get matched at the present time. I 
believe I could persuade you with regard to Illinois, that your interests 
would be better served by putting in the title 1. 

Senator Curtis. Do I understand that four States would get 60 
percent of it ? 

Mr. Conen. Yes, sir. 

Senator Curtis. Of the Federal money ¢ 

Mr.Conrn. Yes, sir. 

Senator Curtis. What percent, say, would the top 10 States get / 

Mr. Cournn. The top 10, and I have done this cumulative so you 
can tak any combination like that. The top 10 get 83.6 percent of 
the money. 

Senator Curtis. How many States would it take to get 90 percent ? 

Mr. Couen. How many States would it take to get 90 percent? 
Twelve. 

Senator Curtis. Would you read them? 

Mr. Conen. Yes, sir, New York, Illinois, New Jersey, Massachu- 
setts, Connecticut, California, Indiana, Wisconsin, Ohio, Minnesota, 
Washington, and Pennsylvania, are the 12 States getting 89.3 per- 
cent of the Federal funds. I have all of the States here. I believe 
that this particular proposal which requires the States to put up new 
money for this would further distort the picture in terms of the ques- 
tion that you yourself raised, Senator Curtis, with respect to one of 
the other witnesses about Louisiana, and a number of other States. 
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Senator Curris. You think it will further accentuate that problep) 

Mr. Conen. Yes, sir. I think if you study this table very ¢ arefully, 
you will see that the States naturally which can take advantage g of 
title 16 in its present form, would, of course, be very few because the 
have to put up new money. That is the limiting factor. I think Igy 
doing an exercise in mathematics here merely because I don’t see my. 
self, ‘from what I know, that you can expect many of these States ty 
do so. Take my own State, Mic higan, which has just gone through 
a tremendous controve rsy on raising State funds. Now, under this 
estimate, we are expected to raise $3,297, 000 more for this particulg 
program. Well, we have had our legislature meeting for months 
arguing how to meet our present obligations, and I don’t see how jt 
can be expected that we would be in a position to take advantage of 
it even though we need to. 

Senator Doveias. Mr. Cohen, if you don’t expect the Michigan 
Legislature to appropriate $3 million, how would it appropriate the 
enormous sums which would be required under the administration 
medical care bill? 

Mr. Conen. Impossible. It would be impossible for me to conceive 
of our Michigan Legislature after the whole discussion on new money 
needed for educ ation and other needed public services, putting up a 
single penny within the foreseeable future under the administration 
proposal. I just can’t see it—— 

Senator Doverias. Now, the Secretary yesterday was very opti- 
mistic, 

Mr. Conen. Well, I have talked with the State welfare adminis 
trators, I talked with 8 or 10 of them myself. They are very clos, 
I think, to State budget directors, State Governors, State people, and 
uniformly when I discussed this possibility with them, they said, 
“We see no possibility.” They said, “If we had the money now we 
would use it to expand our present old-age assistance program.” §p 
I think it is very unlikely. I think you might like to have the detailed 
figures in the record. 

The CuarrMan. Yes. 

Mr. Conen. The other statement that I would like to have putin 
the record that 22 of those of us who either have been conneat with 
the administration of social security or on any of the advisory cou: 
cils have signed a statement here urging that the health benefits 
be met through the contributory social insurance probram. 

Senator Curris. With what. bill? 

Mr. Conen. We do not underwrite a particular bill. We unde 
write the principle. 

Senator Dovertas. That is the principle to which the Secretary said 
he was unalterably opposed ? 
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Mr. Conen. Yes, sir, and may I point out that three of the mem- 
bers of the administration, that is, who were in this present admini- 
¢ration, two of the Commissioners of Social Secur ity, Mr. Tramburg 

and Mr. Shottland, and one Deputy Commissioner of Social Security, 


Mr. Wyman, have signed this statement. 
Senator Dovgias. Mr. Shottland was the social security ad- 


ministrator. " ys 
Mr. Conen. So was Mr. Tramburg, under this administration. 


Senator Dovaias. And I believe he was commissioner of social 
geurity of California. 

Mr. Conen. He was the Federal Commissioner from 1954 to 1958. 
Mr. Tramburg was Commissioner in 1953. Mr. Wyman was Deputy 
Commissioner in 1959. There is in the list the former Commissioner 
of Social Security, Mr. Altmeyer, and quite a number of other people. 
[would just ]i ke to summarize it this w ay, in line with what ~ wep 
Byrd said. the committee has to make a decision of public policy 
to whether there should be any intervention into this field at all. "T 
recognize there are differences of opinion but if you do, Senator Byrd, 
the contr ibutory social system offers you the best device for assuring 
fiscal respon: ibilty that I know of as against general revenue financing 
which is on a year to year basis, and, therefore, we have signed this 
statement urging very strongly that the contributory social insurance 
system be the preferred method of dealing with this question. 

The Cuamman. The insertions will be made in the record. 

(The documents referred to are as follows :) 


DISTRIBUTION OF FEDERAL FuNpdDS AMONG THE STATES UNDER THE PROPOSED 
MEDICAL SERVICES FOR THE AGED PLAN 


Table 1 shows the estimated distribution of Federal funds under the proposed 
medical services for the aged plan in the first full year of operation; these esti- 
mates are based on the assumption that all States will develop and put plans 
into effect in that year. 

These figures indicate that one-half the States would receive more than 99 
percent of the total Federal funds and the other half only 1 percent. New York 
alone would receive over 30 percent of the total Federal funds. The 4 States 
receiving the largest amounts would receive almost 60 percent of total funds; 
8 States, 77 percent of the total; and 12 States over 91 percent of the funds. 
The remaining 9 percent of Federal funds would be distributed among 39 States, 
with 8 percent going to 12 States and 1 percent distributed among the remaining 
27 States. 

The States receiving the bulk of Federal money tend to be the wealthier in- 
dustrial States. The States that would receive very small amounts of Federal 
funds include almost all of the poorer States. For example, almost all the 
Southern and Western States (not counting the Pacific States) would receive 
less than one-tenth of 1 percent of the total Federal funds. 

All of these poorer States receive a disproportionately small share of Federal 
funds to their proportion of the total aged population. Thus while New York 
has 10 percent of the total aged population, it will receive 30 percent of Federal 
funds; Texas with almost 414 percent of the aged population will receive only 
0.1 percent of Federal funds. The situation in Texas is typical of the other 
lower per capita income States. Thirty-seven States with 50 percent of the 
aged population would receive 10 percent of the Federal funds. 
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MeevINe THE HEALTH CARE NEEDS OF OLDER PEOPLE THROUGH SOCIAL INSURANCE 


WASHINGTON, D.C., June 30, 1960. 
Hon. Ricnarp M. Nrxon, 
Vice President of the United States, 
The Capitol, Washington, D.C. 
Hon. LYNDON B. JOHNSON, — 
Majority Leader, Senate of the United States, 
Washington, D.C. 
Hon. Everett McK. Dirksen, 
Minority Leader, Senate of the United States, 
Washington, D.C.: 

The undersigned who have long been identified with the American system 
of social security, having served the Government in administrative or advisory 
capacities, urge the incorporation in social security legislation now before the 
Senate of a program of contributory social insurance through which our citizens 
can pay for the cost of the hospital and related services they may need in old 
age. An extension of Federal old age, survivors, and disability insurance to 
include hospital coverage would provide a systematic way of financing serious 
jliness and prevent the exhaustion of the savings of aged persons and the 
consequent, often devastating, demands upon the resources of their children. 

There is every indication of the willingness of Americans to share the cost 
of basic health protection for their elderly parents and later for themselves 
by paying for such a program through their working years. If such health 
protection were available for older persons, private organizations would be 
enabled to offer more economical protection to the younger people in our popu- 
lation. 

We sincerely hope that the social security bill now pending before the Senate 
will be amended to provide for hospital and related services to older people 
through social insurance system. 

Sincerely yours, 
LIST OF SIGNATORIES 


Mr. Arthur Altmeyer, Madison, Wis., former Chairman of Social Security 
joard and Commissioner for Social Security. 

Mr. Joseph P. Anderson, executive director, National Association of Social 
Workers, member, Advisory Council, 1961 White House Conference on Aging. 

Dr. Eveline M. Burns, professor of social work, New York School of Social 
Work, Columbia University: former Consultant to Committee on Economic 
Security and Social Security Board, and member of Advisory Committee to 
Secretary of Health, Education, and Welfare (1954). 

Mr. Wilbur J. Cohen, professor, Public Welfare Administration, School of 
Social Work, University of Michigan, member of the staff of the President’s 
Committee on Economic Seeurity (1934-35). 

Mr. Nelson Cruikshank, AFL-CIO, Washington, D.C.: member, Advisory 
Council on Social Security (1948-49) and Advisory Council on Social Security 
Financing (1958-59). 

Miss Loula Dunn, Chicago, Ill, member, 1959 Advisory Council on Public 
Assistance. 

Mr. Fedele F. Fauri, dean, School of Social Work, University of Michigan; 
former consultant on social security to House Ways and Means and Senate 
Finance Committees. 

Miss Helen Hall, National Federation of Settlements, member, Advisory 
Council of the President's Committee on Economie Security (1984-35). 

Mr. Seymour Harris, littauer professor of political economy, Harvard Uni- 
versity, consultant to President's Council of Economic Advisers. 

Miss Jane M. Hoey, New York City, director, Bureau of Public Assistance, 
Social Security Administration (1936-54). 

Mr. Raymond W. Houston, Commissioner, New York State Department of 
Social Welfare, member, 1959 Advisory Council on Public Assistance. 

Mr. John Kidneigh, director, Graduate School of Social Work, University of 
Minnesota, chairman, 1959 Advisory Council on Child Welfare Services. 
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Mr. Murray Latimer, Washington, D.C., former chairman, Railroad Retire. 
ment Board. 

Mr. Richard A. Lester, professor of economics, Princeton University, member 
Advisory Committee to Federal Bureau of Employment Security. F 

Mr. Norman V. Lourie, deputy secretary, Pennsylvania Department of Publie 
Welfare, member of ad hoc advisory committee to Department of Health, Edu. 
cation, and Welfare. 

Mr. Charles I. Schottland, dean, Florence Heller Graduate School of Social 
Welfare, Brandeis University, former Commissioner of Social Security (1954-§). 

Mr. Karl de Schweinitz, Washington, D.C., former consultant to Social Se. 
curity Board, and professor emeritus, University of California. 

Mr. Herman M. Somers, chairman, Political Science Department, Haverford 
College, former consultant to Social Security Administration. 

Mr. John W. Tramburg, commissioner, New Jersey State Department of 
Institutions and Agencies, former Commissioner of Social Security (1953), 

Mr. George K. Wyman, executive director, welfare council of Metropolitan 
Los Angeles, former Deputy Commissioner of Social Security (1959). 

Mr. J. Douglas Brown, dean of faculty, Princeton University, chairman of 
Advisory Council on Social Security (1987-38) and member of Advisory Coup. 
cil (1948-49). 

Mr. John J. Corson, McKinsey & Co., Washington, D.C., former Director, 
Bureau of Old Age and Survivors Insurance. 


The Cuarrman. Thank you very much, Mr. Cohen, you have made 
a very interesting statement. 

Mr. Conen. Thank you, Senator. 

I may say in conclusion, 1 would like to be back here 25 years 
from now, but we will just have to wait and see how that works out, 

The CuarrMan. I remember how we worked together then. 

Mr. Conen. Yes, sir. 

The Cnatrrman. There will be inserted in the record a statement 
of the New Jersey Education Association and the New Jersey Civil 
Service Association at this point. 

(The documents referred to are as follows:) 


STATEMENT OF THE NEW JERSEY EDUCATION ASSOCIATION AND THE NEW JERSEY 
Cirvi. SERVICE ASSOCIATION, PRESENTED BY JAMES P. CONNERTON, Frevp Rep 
RESENTATIVE, NJEA, JUNE 30, 1960 


I wish to express the appreciation of the members of the New Jersey Eduea- 
tion Association and the New Jersey Civil Service Association for the privilege 
of this opportunity to present their problem to this committee. 

Our members are well aware that your committee is at this time faced with 
a number of weighty problems which demand your attention. 

We recognize also that our problem is one which affects a limited number 
of persons. However, the effect on these persons is so severe that we ask 
this committee to explore every possible avenue of relief. 

As you have been informed by both Senators from New Jersey, approximately 
2.130 retired New Jersey teachers and approximately 1,300 other retired New 
Jersey public employees face the grim prospect of suffering the loss of retire 
ment income. For some of these people their already meager resources will 
be cut as much, as $1,450 per year. The average loss to retired teachers will 
be approximately $1,300 per year. For other retired public employees the 
loss will average $960 per year. 
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These people will lose this badly needed retirement income unless section 
g(a) of H.R. 12580 is amended to protect their interests. 

the problem results from the fact that the two major public retirement plans 
in New Jersey (the teachers pension and annuity fund and the public em- 
joyees retirement system) are integrated with the social security program, 
Under the terms of this integration these two State retirement funds are per- 
mitted to reduce the amount of pension paid by the State to a retired person 
if this person earned a social security benefit through public employment in 
New Jersey. The amount of reduction would be equal to the amount of the 
cial security benefit. 

In the long run this is a sound and acceptable procedure. In the short run, 
however, during the period of transition from separate to integrated benefits, 
gme public employees can be adversely affected. Particularly affected are 

ns who are already entitled to social security benefits in addition to State 
jon as a result of work in private employment or as dependents of social 
geurity beneficiaries. 

To cope with these transitional problems, some public pension funds have 
provided social security benefits for their people on the divisional basis. That 
is by permitting those individuals who did not want social security coverage 
through public employment to elect not to participate in the proposed coop- 
erative program. 

In New Jersey, however, both teachers and other public employees were 
brought in under a plan which provided that all members of each State pension 
fud were to be participants in the integrated program. If the group voted 
to accept the plan, there was no provision for an individual to elect not to 
participate. 

When teachers were asked to accept integration of their pension fund with 
social security, many older teachers were hesitant to go along for fear of 
fnancial loss. The argument which convinced many of these people to vote 
“yes” for integration was that under the terms of the proposal anyone who 
wanted to avoid integration could do so by retiring from New Jersey public 
employment before earning “fully insured” social security status, 

This understanding was reinforced when the Division of Pensions of the State 
of New Jersey compiled and distributed to members of the two State pension 
funds the retirement manuals submitted with this statement. 

I quote from one of these manuals, Public Employees Retirement System of 
New Jersey—Summary of Benefits and Contributions. On page 4 appears the 
statement, “No reduction is made from the PERS allowance at age 65 if the 
member does not qualify for social security benefits as a result of public 
employment alone. Generally, the ability to avoid this reduction depends upon 
the member’s age and date of retirement * * *” Then on page 9 there appears 
atable which informs each member of the fund as to the date he must retire 
in order to avoid becoming subject to reduction of his pension. 
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(The table referred to follows: ) 


The social security offset schedule 


(The following table applies to all active members in the Retirement System who were in publ 


~ ic employ 
ment on Jan. 1, 1955) 1€ employ. 


Men Women 


Number of Retirement Number of 


Retirem 
ent 
If you were born before these dates quarters needed, system will ‘quarters needed mt 


System wil] 


for social secur- | reduce your | for social secur- reduce your 
ty coverage pension al ity coverage Pension gl. 
ifter Jan. 1, 1955) lowance if you after Jan. 1, 1055 lowance if yop 
retire after retire after 
Before Oct. 1, 1892 6} Apr. 1,1956 f 
Oct. 2, 1892 to Jan. 1, 1893 7/ Jul 1, 1956 6 
Jan. 2 to Apr. 1, 1893 8} Oct. 1,1956 fi 
Apr. 2 to Jul. 1, 1893 Y Jan 1, 1957 6 
Jul. 2 to Oct. 1, 1898 10 | Apr. 1,1957 4 
Oct. 2, 1893 to Jan. 1, 1804 11 | Jul. 1. 1957 6 
Jan. 2 to Apr. 1, 1894 : Oct. 1} 1957 6 |)Apr. 1, 10% 
Apr. 2 to Jul. 1, 1804 13 | Jan 1, 1958 6 
Jul. 2 to Oct. 1, 1894 14/ Apr. 1,1958 f 
Oct. 2, 1804 to Jan. 1, 1805 156 | Jul 1, 1958 6 
Jan. 2 to Apr. 1, 1895 16 | Oct 1, 1958 6 
Apr. 2 to Jul. 1, 1885 17 Jan 1, 1959 6 
Jul. 2 to Oct. 1, 1895 1s Ap 1, 1959 6 
Oct. 2, 1895 to Jan. 1, 1806 19 | Jul 1, 1959 7\ Jul 1. 19% 
Jan. 2 to Apr. 1, 1806 20}; Oct. 1,1959 8 | Oct. 1, 105 
Apr. 2 to Jul. 1, 1896 20 do 9/ Jan. 1, 1987 
Jul. 2 to Oct. 1, 1896 21 Jan 1, 1960 10 Apr. 1,197 
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Jan. 2 to July 1, 1901 Be Abr 1, 1962 +, Oct. 1,1 
July 1, 190’, to Jan. 1, 1902 31 July 1,1 25 | Jan. 1,10 
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Tan. 2to July 1, 1903 44 Ar 1, 1°03 & ) Oct 1, 198i 
July 2, 1€03, to Jan. 1, 1904 35 | Jul 1,1°63 29 | Jon. 1,18 
Jan. 2 to July 1, 1904 4 Oct 1,183 7 Arr. 1,10 
July 2, 104, to Jan. 1, 1005 37 Jar 1, 104 ; Iriy 1.108 
Jon. 2to July 1, if05 ae Ar 1.1064 a? | Oct 1, 192 
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one whose e rnings reach $4,200 during the final ye is automatically credit ith 4 quarters for that year 


under social security 


A number of teachers and other public employees followed these State manuals 
and advanced their retirement dates so as to avoid becoming subject to a 
reduction of State pension 

The retirement dates suggested by this table are designed to aceomplish re 
tirement before a social security benefit is earned through New Jersey publi¢ 
employment. The dates are based on the number cf avarters of coverage 
required for “fully insured” status under the existing Social Security Act 

If, as proposed by section 204(a) of HR. 12580, the number of quarters of 
coverage required for “fully insured” status is reduced, these tables cease 
be valid. 
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Consequently by an action of the Federal Government, these persons would be 
subjected to a substantial loss of badly needed retirement income, notwithstand- 
ing the fact that they bave retired in accordance with clear instructions (rein- 
foreed in each case by a formal quotation of benefits from the State pension 
fund) in order to avoid any reduction in pension. 

The New Jersey Education Association and the New Jersey Civil Service 
association are not asking for any extension of social security benefits for 
these people. We are asking that the benefits they were promised when they 
retired Will be paid. 

We are not asking that regulations be changed specially for these people. 
We are asking that the requirements for attaining “fully insured” status which 
existed when these people retired be preserved for them. 

To this end, we ask that before section 204(a) of H.R. 12580 is enacted into 
jaw it be amended in such a way that some 3,400 deserving retired public em- 
ployees will not be adversely affected. 


(By direction of the chairman, the following is made a part of 
the record :) 


STATEMENT BY SENATORS .JAcop K. JAVITS AND KENNETH B. KEATING ON 
AMENDMENT 6—24—-60-E 


(For staff analysis and departmental views, see p. 482) 


Hon. Harry F. Byrp, 
Chairman, Senate Committee on Finance, 
Washington, D.C. 

Deak Mr. CHAIRMAN: On May 26, 1960, we introduced S. 3594, a bill to modify 
conditions for a reduced rate of contributions under the Federal Unemployment 
Tax Act. This bill was prepared in consultation with the United States and 
New York State Departments of Labor, in order to permit eff-ctive coverage 
of nonprofit religious, charitable, literary, scientific, and educational organiza- 
tions under the Federal act. The provisions of this bill would permit coverage 
of such organizations on a reimbursement rather than tax basis without coming 
into conflict with section 3308(a)(1) of the Federal Unemployment Tax Act, 
which would make the entire State program Ineligible if this treatment were 
given to nonprofit crgan'zations. The New York State Legislature enacted 
legislation this year which would permit nonprofit organizaticns to participate 
in such coverage. subject to the adoption of Federal enabling legislation. We 
are also informed that a similar proposal pending in California would also 
be made possible by the adoption of this proposal. 

The introdnction of a companion bill in the House of Representatives was 
fiscussed with te senior New York member of the Ways and Means Cermmiftee, 
Representative Keogh. but the lateness ef its presentation to that committee 
did not nermit corsideraticn of the propessl in that body. 

We are, therefore, reintroducing S. 3594 as an amendment’ to the Social 
Seenrity Amendments of 1960, HR. 12580. which will scon be before your com- 
mittee for consi’eration. In order that you may fully evaluate the prrpoese 
of this amendment. we are enclosing a memorandum prepared in support of this 
prepesal by the division of emnloyrent of the Now York State Department of 
Tabor, an’ a letter of transmittal from them, indicating their discussions with 
Renresentative Keogh 

We hone that the committee may be able to act favorably on this preposal. 

Sincerely, 
Jacorn K, .AVITS. 
KENNETH B. KEATING. 


tees 


‘Introduced on June 24, 1960, as amendment 6—24—60-B. 


58387—60 22 
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New YorK State DEPARTMENT OF LABOR, 
DIVISION OF EMPLOYMENT, 
tibany, N.Y... June 14, 1960, 
Re Federal bill to facilitate State coverage of nonprofit organizations. 
Hon. Jacos K. JAvits, 
U.S. Senate, Washington, D.C. 
(Attention: Mr. Robert Kaufman, legislative assistant). 

Dear SENATOR JAvits: Mr. Alfred L. Green, the executive director of the diyi- 
sion of employment, who is out of the State on official business, has asked me in 
his absence to handle the Federal bill to facilitate State coverage of nonprofit 
organizations. 

Following the suggestion made by your office, we took up the introduction of 
companion bill to S. 5394 with Representative Eugene J. Keogh. Mr, Keogh wag 
receptive to the idea and took it up with the Committee on Ways and Means 
Because the committee, on June 9, 1960, reported the social security bill, time did 
not permit full consideration of the proposal by that committee. It was sug. 
gested that the Senate Finance Committee consider the proposal at this stage, 
Mr. Keogh promised every possible assistance. Please advise what action may 
be taken in this regard. ; 

For your information, T transmit a copy of the memorandum which was sent 
to Mr. Keogh on June 6, 1960, in support of the companion bill. 

Sincerely yours, 
WILLIAM L. O'TOOLE, 
Director, Uncmployment Insurance Accounts Bureau. 


MEMORANDUM IN Support or A Britt To Mopiry CONDITIONS FoR REDUCED Rare oF 
CONTRIBUTIONS UNDER THE FeperRAL UNEMPLOYMENT TAx AcT 


A. OBJECTIVE 


Enactment of the bill would afford all States a new method for providing pro- 
tection against nnemployment to employees of nonprofitmaking religious, chari- 
table, literary, scientific, and educational organizations. It would permit the 
coverage of such organizations on a reimbursement rather than a tax basis. 
This is not now possible because the States’ permitting coverage on a reimburse 
ment basis would be in conflict with section 3303(a) (1) of the Federal Unemploy- 
ment Tax Act. 

Section 3303(a)(1) sets forth standards for the several State laws, adherence 
to which is required in order that the employers within any such State whose 
tax rates are less than 2.7 percent be permitted to obtain an additional credit 
against the Federal unemployment tax for the difference between 2.7 percent and 
the lower rates accorded employers under the State’s experience rating formulas, 
thus, limiting the payment to the Federal Government in all cases to an excise 
tax of only three-tenths of 1 percent. The Federal act requires that under State 
law no reduced rate of contributions may be permitted to a “person” except on 
the basis of his experience with respect to unemployment. This provides cover- 
age of nonprofitmaking religious, charitable, literary, scientific, and educational 
organizations on a cost basis because section 7701(a) (1) of the Internal Revenue 
Code includes such organizations as “persons” within the meaning of section 
3303(a). Hence, without the enactment of this bill all employers within any 
State whose law permitted reimbursement of benefits in lieu of tax would be 
deprived of the additional credit since the Secretary of Labor would no longer 
find that under such law no reduced rate of contributions is permitted to a 
“person” except on the basis of his experience with respect to unemployment. 


B. SCOPE OF THE PROBLEM 


At the present time in New York State alone approximately 350,000 employ 
ees engaged by 7,500 nonprofit organizations devoted exclusively to religious, 
charitable, literary, scientific, and educational purposes are denied the pro 
tection of unemployment insurance extended to persons engaged in private in- 
dustry. Although the law permits the inclusion of such organizations on 4 
voluntary basis, very few have sought coverage for their employees because 
the cost is prohibitive. Cognizant of its responsibility to all segments of its 
labor force, the State of New York sought to provide for such unemployment 
protection on an optional reimbursement basis. On January 20, 1960, how 
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ever, the U.S. Department of Labor ruled that a reimbursement method would 
not be consistent with the present requirements of the Federal Unemploy- 
ment Tax Act. This ruling followed presentation of the proposal and rea- 
gons for it to the Secretary of Labor by members of the New York Advisory 
Council on Unemployment Insurance. Efforts by the industrial commissioner 
of the State of New York to obtain a change of position were fruitless. 


C. DESIRABILITY OF PROPOSED LEGISLATION 


There is general agreement on the need for the unemployment protection of 
workers employed by nonprofit organizations which are otherwise exempt from 
Federal and State taxation. These employees need the protection just as much 
as other workers. There is no essential difference between officeworkers em- 
ployed by such organizations and officeworkers of other employers, such as 
yanks, insurance companies, employers in professional occupations, and others 
or indeed governmental employees. There is no difference between kitchen- 
workers in hospitals and kitchenworkers in hotels or restaurants. There is 
no difference between the maintenance staff of buildings owned and operated 
by such organizations and staff in buildings operated by other real estate 
owners. 

Representative spokesmen of nonprofit organizations share these views. 
However, after consultation with them, the administration in New York con- 
duded that compulsory taxation on the conventional basis would meet with 
justified objections. A bill was, therefore, developed which gave such organ- 
izations the option to cover their workers either on a reimbursement basis or 
on the basis of taxation as it applies to private employers. In support of this 
approach, the Unemployment Insurance Advisory Council of New York said 
that: 

“In planning for the inclusion of the nonprofit institutions it must, how- 
ever, be realized that they present a special situation involving factors not 
found in private industry. 

“To begin with, these agencies cannot pass on the charge to consumers by 
increases in price. Furthermore, since they are exempted from income taxes, 
the unemployment insurance contribution cannot be deducted as a cost of doing 
business. This takes on special importance for them since they are service 
organizations and for most the payroll constitutes the largest part of their 
total operating expenses, running for some as high as 70 or 80 percent and 
even more. 

Then, in very many of these institutions, e.g., colleges, universities, com- 
munity houses, welfare agencies, literary and scientific societies, the greater 
part of the staff is professional, holding either tenure or a contract for a fixed 
term. Turnover among such personnel is relatively slight and generally oc 
curs when a member of the staff resigns voluntarily to go elsewhere. Con- 
tributions based on the salaries paid to such persons would impose an added 
burden on budgets already strained and yet there would be little likelihood 
that any substantial part of the contributions would ever be used to pay 
benefits. 

“It is these special circumstances in which the nonprofit organizations find 
themselves that have led the Advisory Council to the conclusion that they 
should be given a method of financing the cost of the benefits paid out to their 
employees different from that available to employers in private industry. The 
council proposes that the nonprofit organizations be dealt with in the same way 
as the State and its governmental subdivisions. 

“Employees of the State of New York and of those municipalities which 
have elected coverage are given benefits in the event of their unemployment. 
But neither the State nor the municipalities contribute to the unemployment 
insurance fund in the same manner as do private employers. They are on a 
straight-cost basis. They merely reimburse the fund each year for the amount 
paid out by way of benefits to their employees. The council recommends that 
the nonprofit institutions be likewise kept free of the obligation to make regular 
contributions and that they too be permitted to be on a cost basis. 

“Such method of financing should not be exclusively mandatory. Each agency 
should have the option to come into the system either on a cost basis or on a 
contribution basis, that is, to make contributions in accordance with the same 
experience rating formula which determines contributions by employers in 
private industry. 











330 SOCIAL SECURITY AMENDMENTS OF 1960 


“The purpose frankly is to permit each agency to choose that method of finane. 
ing which it finds better and cheaper. Those agencies with little or no turnover 
would consequently be put to little or no cost. Those with high turnover would 
have no greater cost than that which is borne by private industry. 

“For the employees of the nonprofit institutions it would make no difference 
whatever which method of financing their particular agency chose, They wonlq 
receive the very same benefits as are made available to the employees in privat 
industry under the very same conditions. The difference would only be in th 
manner of meeting the costs. 

“The special status which the nonprofit institutions hold in our society amply 
justifies the differentiated treatment which is proposed for them. The nonprofit 
agencies are engaged in public services, services which Government would in the 
main be compelled to furnish if these institutions were to go out of existence, 
Their funds are totally dedicated to these services. No individual derives g 
personal profit from their operations. If it is right for governments to ingyre 
their employees on a cost basis, then it is equally right to enable the nonprofit 
organizations to do the same.” 

All of these observations apply with equal force in other States. 


D. OBJECTIONS 


The following objections have been raised: 

1. Allowing State option for coverage on a reimbursement basis would weaken 
the case for a repeal of the exemption of these organizations under the Federa} 
Unemployment Tax Act. 

». A precedent would be set for coverage on a reimbursement basis and others 
could demand similar treatment. 

3. State unempployment funds would be exposed to losses if an exempt or. 
ganization ceases operations without funds for reimbursement. 

First objection: Weakening the case for repeal of eremption 

This point has Federal and State aspects. If a State wishes to make a drive 
for coverage of nonprofitinaking organizations while the Federal statute does 
not cover such employers, the proposed amendment will strengthen, not weaken, 
the State’s hand. The State will be free to achieve compulsory coverage on 4 
tax basis or on a reimbursement basis or on a combination, by option or other. 
wise. 

On the Federal level, also, the bill would strengthen the case for the repeal of 
the exemption, if needed. If all States were to achieve coverage, there wonld 
be no need for further Federal action. If this result were not reached, the 
Federal authorities could point to the unequal treatment and make a strong 
point for the need for Federal action. The mere fact that some States did 
provide for coverage would demonstrate the propriety of such coverage and 
the need therefor. If other States did not fall in line on their own initiative, 
the argument for Federal initiative would gain weight. 

Second objection: Precedent 

Allowing for exclusion of nonprofit organizations from experience rating 
standards will not be a precedent for others. 

Nonprofit organizations, not only traditionally but also by the nature of their 
work, their operations and their financing are in an entirely different category 
from all others. They are endowed with a public purpose and perform fune 
tions necessary to the well-being of the States and the Nation. The idea of 
general and equal taxation to defray the cost of Government services has 0 
place when nonprofit religious, charitable, literary, scientific, and educational 
organizations are concerned. Such organizations must of necessity look 
others for their financial existence. 

On the other hand, the idea of general and equal taxation applies with respect 
to other employers. 


Third objection: Failure to reimburse 


It is, of course, possible that some nonprofit organizations may cease oper 
tions without funds with the result that benefits are paid without reimbursement. 
However, these instances are no different from cases involving insolvent e® 
ployers whose delinquent contributions are never collected. Benefits are never 
theless paid to their employees on the basis of employment with those employers 
Of major general consideration is the fact that the Federal amendment is only 
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enabling legislation. Each State which wishes to take advantage of the oppor- 

ty to achieve coverage of these organizations on a reimbursement basis will 
carefully consider all implications of the program. Proposed Federal amend- 
ment neither binds nor forces any State, it only paves the way. Whether a 
state will decide to extend coverage, the manner in which it will do so and the 
safeguards to be provided are strictly State matters. 


STATEMENT OF SENATOR CLIFFORD P. CASE ON AMENDMENT 6—25-60—D 


(For staff analysis and departmental views, see p. 464) 


JUNE 25, 1960. 
Hon. Harry F’. Byrp, 
chairman, Senate Finance Committee, 
Washington, D.C. 

Deak SENATOR: I understand that your committee is meeting on June 28 to 
consider H.R. 12580, the social security bill passed by the House of Representa- 
tives last Thursday. 

If H.R. 12580 is enacted in its present form it will reduce the retirement al- 
lowances Of approximately 2,130 New Jersey teachers and 1,300 other New 
Jersey public employees, The average cut in allowances will be approximately 
$1,300 per year for retired teachers and approximately $960 per year for other 
retired public employees. 

The people affected by this legislation are members of the New Jersey Teach- 
ers Pension and Annuity Fund and the New Jersey Public Employees Retire- 
ment System. They have retired under a plan which permits the State of New 
Jersey to reduce the retirement allowance payable by the State pension fund 
if the employee earned a social security benefit through New Jersey public 
employment. Any social security benefit earned in this way is used to relieve 
the State of all or a portion of its obligation to pay a pension to retired public 
employees. 

Many of the persons affected by this legislation have purposely advanced the 
dates of their retirement in order to avoid earning a social security benefit 
through public employment in New Jersey. If H.R. 12580 is enacted in its 
present form section 204(a) will reduce the number of quarters of coverage 
required to attain fully insured status to such a degree that all of these people 
will be considered as having earned their social security benefits through New 
Jersey public employment. 

The effect on these people will be a substantial reduction in income through 
loss of pension from the State of New Jersey. 

The amendment proposed by section 204(a) of H.R. 12580 is designed to pro- 
vide needed benefits for a number of our senior citizens. This is a desirable 
purpose. The New Jersey Education Association and the New Jersey Civil 
Service Employees Association have informed me they are sympathetic with 
the desire to extend full benefits to these people and agree with this purpose. 
They agree with me, however, that this can be accomplished by approaches 
which will not deprive New Jersey public employees of State pensions they 
have earned during many years of service. 

One approach would be the following amendment to section 204(a) of H.R. 
12580, already introduced by Senator Williams of New Jersey and me: 

“(e) The amendment made by subsection (a) shall not apply in the case of 
any individual who, on, before, or after the date of enactment of this act, be- 
comes entitled to retirement benefits under the Teachers Pension and Annuity 
Fund of the State of New Jersey or to retirement benefits under the Public 
Employees Retirement System of the State of New Jersey.” 

I ask that your committee give serious consideration to this amendment or to 
some other approach affording assurance to these deserving public employees 
who have rendered a number of years of service with the justified expectation 
that they would be entitled to their benefits upon retirement. 

Sincerely, 
CuiirrorpD P. Case, U.S. Senator. 
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MADISON, WIs., June 29, 1969, 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C.: 

To save time of committee I am sending this telegram instead of appearing 
personally. As you know I was Chairman of Technical Board which prepared 
original Social Security recommendations and I also directed administration of 
all phases of Social Security Act from 1935 to 1953. Based on that experience 
I am sure that contributory social insurance method is far superior to Feder). 
State noncontributory means test method for proving health benefits to aged 
workers, widows, and orphans. Official studies by this administration and pre- 
vious administrations demonstrate need and administrative feasibility. There. 
fore I urge action at this session. 

ARTHUR J. ALTMEYER, 
Former Commissioner for Social Security, 


STATEMENT OF SENATOR OREN E. Lonc, Democrat, HAWAII, TO THE Sewage 
FINANCE COMMITTEE IN Support OF THE BIL, 8S. 3503, As A SUBSTITUTE Fog 
Secrion XVI or H.R. 12580 


Mr. Chairman, I want to record my support for S. 3508 as a substitute for 
section XVI of H.R. 12580. 

I think it has been demonstrated overwhelmingly that this Nation needs q 
truly effective program of health assistance for our elder citizens. The ques. 
tion before the Congress, as I see it, is how to provide an effective program, 
Section XVI in the House bill, in my opinion, falls far short of meeting the 
problem. I do not intend to dwell in detail on the obvious inadequacies of 
section XVI. But I do want to point ont that even under the most ideal 
conditions, where many or all of the States could find the means of participating 
in the program, it would mean an additional burden on general revenues. 

I agree wholeheartedly with the supplemental views of the eight members 
of the House Ways and Means Committee who stated on page 326 of House 
Report 1799 that: 

“We are shocked that after 22 years of successful operation of the social 
security system there are those who would have us rely still on relief and 
assistance as the sole governmental approach to meeting a major economie 
hazard of universal occurrence.” 

There are those who will persist in claiming that it is “socialistic” and 
somehow un-American to finance a health program for the aged through the 
social security tax structure. Mr. Walter Lippmann, who is by no means cop 
sidered a wild-eyed Socialist, has very ably analyzed the situation in a colum 
published in the Washington Post of June 16. In that column Mr. Lippman 
states: 

“Among the opponents of medical insurance there seems to be a vague ané 
uncomfortable feeling that it is a new-fangled theory, alien to the American way 
of life and imported, presumably, from Soviet Russia. 

“The Founding Fathers were not subject to such theoretical hobgoblins. Bb 
1798 Congress set up the first medical insurance scheme under the U.S. marine 
hospital service. The scheme was financed by deducting from seamen’s wages 
contributions to pay for their hospital expenses. 

“If that was ‘socialized medicine, the generation of the Founding Father 
was blandly unaware of it.” 

The magazine Business Week, which is certainly not considered a Socialist 
organ, has concluded that medical care for the aged can be handled best through | 
the social security system: 

“The only way to handle their health problem, therefore, is to spread the risk 
and costs widely. And that can best be done through the social security system 
to which employers and employees contribute regularly.” 

Under S. 3508, health assistance would be financed largely through social 
security tax increases. The program would cost an estimated $1.5 billion a yeat, 
of which $1.14 billion would come from a one-quarter of 1 percent increase in th 
social security tax on employee and employer. This increase would provide bent 
fits for 11.3 million beneficiaries of old-age and survivors’ insurance. Benefit 
to an additional 1.7 million old-age assistance recipients would cost $180 milli® 
a year, to come from general revenues. Benefits to 1.8 million other persons (Tt 
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tired men over 65 and retired women over 62) would cost $190 million, also from 
general revenues. But the Federal Government is already spending an estimated 
8 million a year for old-age assistance and other programs which provide 
medical care for the aged so the net increase in expenditures from general 


> 


revenues would be about $152 million, or less than a dollar per capita for the 
Nation. ; >a orn 

I therefore urge adoption of S. 3503 as the soundest and most effective ap- 
proach to the problem of medical care for the aged. 


ANDERSON, INp., June 28, 1960. 
Senator Harry F. Byro, 
senate Office Building, Washington, D.C. 

Deak SENATOR Byrp: I want you to know of my opposition to H.R. 12580. 

As of 1956 only 17 percent of doctors 75 years of age or over were retired. 
Many of these men are unable financially to retire completely, and others prefer 
to remain active. Most of those men who remain active see but very few 
patients, but their income will be greater than $1,200 a year. Therefore, they 
would not be eligible for social security benefits. 

To me, including doctors in the social security program is a thinly disguised 
effort to promote additional tax revenues with no intention on the part of Gov- 
ernment to ever return any of it to these men who will be paying tax ostensibly 
for retirement benefits. This is a shameful subterfuge, and Congress should 
be above stooping to such measures. 

I realize that more and more revenue will be necessary to maintain the social 
security program, because it is an actuarially unsound arrangement. But, if 
Congress is intent on maintaining it, they should have the fortitude to increase the 
tax on people who are going to benefit from it. This will not be popular, I know, 
put it is the only honest thing to do. 

I hope you will be one Senator who believes in honesty, and will shun the 
Marxian philosophy “From each according to his ability, and to each according 
to his need.” We already have too much Russian ideology pervading the 
of certain Government officials. 

You know my opinion, I would appreciate knowing yours. 

Yours truly, 
H. H. Dutrn, M.D. 





San FrRAnNcISCcO, Cactr., June 30, 1960. 
Senator Harry FLoop Byrn, 

Chairman, Senate Finance Committee, 

New Senate Building, Washington, D.C.: 

Request the following statement be read to the Senate Committee on Finance, 
and inserted into the record of current hearings on social security bill: 

The California Labor Federation, representing more than 1,300,000 AFL-CIO 
members in this State, urges the adoption of a social security measure which 
contains health care provisions for the aged within the social security system. 
Our membership is categorically opposed to medical care benefits based on any 
kind of a means test. It must be recognized that senior citizens of this State and 
Nation, as a group, have recognized health and medical care needs which are 
substantially greater than those of younger age groups, and which, in terms of 
cost, far exceed the financial means of our aged population. 

Despite labor’s efforts to the contrary, under the widespread development of 
voluntary prepaid medical care programs in the past decade, the aged have been 
generally and effectively isolated from the rest of the community to be “expe- 
rience-rated” by themselves under programs designed less to take care of their 
extensive needs than to extract the last profit dollar out of their human misery. 
Thus, the aged, in such isolated high-cost groups, cannot possibly insure them- 
Selves adequately as now being proposed by private insurance carriers, the 
medical associations and other vendors of medical care programs in their ad- 
vocacy of low-benefit, high-cost plans that would “experience-rate” them apart 
from the community. 

The provision of adequate health care for the aged on a prepaid basis there- 
fore requires the adoption of a social insurance principle of financing such 
Prepaid care as proposed in Forand-type legislation vigorously supported by all 
AFL-CIO members, based on the concept of providing benefits as a matter of 
right with dignity and respect for the individual. 
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The Eisenhower administration’s State-Federal program, based on the con, 
of public assistance and handouts rather than social security with diene 
satisfies virtually no one. It is dependent on State action for implementation 
and would require the average aged individual with a meager income of less 
than $1,000 a year to pay out of pocket $250 for medical care, or more than 95 
percent of his income, before he could realize benefits equal to 80 percent of 
his remaining medical care costs in return for a $24 annual contribution, The 
House-approved social security bill contains medical care provision which com- 
pound the evils of the Eisenhower Federal-State program of public assistance 
with a “pauper’s oath” approach in a new program designed to assist States jp 
providing limited medical benefits for the aged who may be determined by the 
States, as they may choose, to fall into a new category of medical indigents 
This is a sham and a disgrace. We urge the Senate Finance Committee to take 
prompt action to approve a sound health care measure for the aged, based op 
the social insurance concept which would adequately reward our senior citizens 
with dignity and legal rights for their years of productive efforts and contriby. 
tion to the welfare of the Nation. We recognize that time is short in this session 
of Congress but certainly there is time for men of conviction and courage to act 
on this matter by passing a health care measure within the social security Sys- 
tem that gives recognition to the basic needs of the aged. 

Tos. L. Prrts, 
Secretary-Treasurer, California Labor Federation AFL-O[0. 


AustTIN, TEex., June 30, 1960, 

Hon. Harry Byrp, 

Chairman, Committee on Finance, care Mrs. Elizabeth B. Springer, Chief Clerk, 
Senate Finance Committee, Room 2227, New Senate Office Building, Wash. 
ington, D.C.: 

My Dear Senator Byrrp: The Texas Medical Association wishes to present for 
the records of the Committee on Finance of the U.S. Senate, the following state 
ment on H.R. 12580. 

We urge that physicians not be included under social security coverage. 
Our membership responded 10 to 1 against inclusion when polled. This past 
April, our 202 member house of delegates representing 8,200 physicians passed a 
resolution, without opposition or a dissenting vote, against such coverage for 
physicians. 

Texas physicians neither expect nor want the Federal Government to provide 
retirement or survivorship benefits for themselves and family. It would seem 
strange indeed to force the payment of Federal funds upon persons who neither 
wish nor seek them. 

May I thark you for the opportunity to have the views of the Texas Medical 
Association, Inc., into the records of the Committee on Finance. 

Respectfully submitted, 
May Owen, M.D., 
President, Teras Medical Association, 
1ustin, Tez. 


BROOKLYN, N.Y., June 29, 1960. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
New Senate Office Building, Washington, D.C.: 

The Seafarers International Union of North America, representing over 70,00 
American merchant seamen and maritime workers, strongly urges your full sup 
port of medical care benefits for aged within structure Federal social security 
system. We oppose means in test requirements in this legislation which would 
label necessary medical care as Federal handout at expense of all taxpayers | 

Aged workers who have contributed so much to progress of this Nation are} 
entitled to this protection as a matter of earned right in keeping with objectives | 
of social security system. Attempts to limit benefits to a means requirement 
flaunt urgent needs of all the aged for decent medical care. 


PAUL HALL, 
President, Seafarers International Union of North America, AFL-CI0. 
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PITrsBURGH, Pa., June 29, 1960. 
genator HARRY F. Brno, é 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

[Inasmuch as appearance before your committee in the closing days is imprac- 
tical and might tend to delay completion of the committee’s work, I would prefer 
to be recorded as favoring adding health benefits to the OASI system and have 
this telegram included in the committee record. 

T. A. Ferrrer, M.D. 


New York, N.Y. 
Senator Harry I. Byrp, 
Chairman, Senate Finance Committee, 
senate Office Building, Washington, D.C.: 

Urge strong support for legislation creating medical care benefits for the aged 
within Federal social security structure. Any means test would destroy objec- 
tives of providing decent medical care to meet pressing needs of all the aged. 
Experience with 50 different unemployment compensation laws and other State 
programs emphasizes urgent need for uniform Federal program. Medical care 
for aged should not be treated as charity at the expense of all taxpayers. As 
director of Social Security Department of Seafarers welfare plan serving 20,000 
seamen and maritime workers urge your support to defeat any means test re- 
quirement and other burdensome limitations of this lezislation. 

JOSEPH VOLPIAN, 
Director Social Security Department, Seafarers Welfare Plan. 


Curcaco, Li., June 29, 1960. 
Senator Harry F. Byrn, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C.: 

Urge your committee to support legislation to provide health benefits to aged 
through contributory social security system. Would be willing to testify in 
behalf of such legislation, but prefer having this telegram on record of your 
committee. 

WILLIAM S. HorrMan, Ph. D., M.D., 
Vedical Director Sidney Hillman Health Center of Chicago. 


NEW KENSINGTON, PaA., June 29, 1960. 
Senator Harry F. Byrn, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

One of many physicans who disagree with AMA opposition to health legisla- 
tion. I and many other physicians strongly urge passage of bill providing health 
benefits for the aged, financed by OASDI system. 

DANIEL FINE, M.D. 


3ELLAIRE, OHIO, June 29, 1960. 
Hon. Harry F. Byrn, 
Senate Office Building, Washington, D.C.: 

The social security mechanism is reasonably economical. Don’t discard a 
good system just because the AMA opposes. AMA does not represent all physi- 
cians, particularly on social matters. 

MiILtTon D. LEVINE, M.D. 


STATEMENT OF THE AMERICAN OSTEOPATHIC ASSOCIATION BY CHARLES I. BALI- 
INGER, D.O. 


Mr. Chairman and members of the committee, I am Dr. Charles L. Ballinger, 
of Coral Gables, Fla., representing the American Osteopathic Association. I am 
also a fellow and secretary of the American College of Osteopathic Surgeons, an 
affiliate organization. 
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We very much appreciate the privilege of submitting comment on the pending 
social security amendments bill, H.R. 12580, section 601, which would es. 
tablish a new title XVI of the Social Security Act to initiate a new Federal- 
State grants-in-aid program to help the States assist low-income aged indi- 
viduals who need assistance in meeting their medical expenses. 

We are gratified that in connection with the proposed new title XVI of the 
Social Security Act, the House-passed bill H.R. 12580 emphasizes osteopathic 
participation in the medical services for the aged program by express reference 
to section 1101(a)(7) of the Social Security Act on page 165 of the bill. 

It was the Senate Committee on Finance that authored osteopathic inclusion 
in the Social Security Act definition of “physician” and “medical care” and 
“hospitalization” (sec. 1101(a)(7)) in 1950. 

Several years ago the American Osteopathic Academy of Geriatrics was set 
up to make special studies, and to organize study groups to interest the members 
of the osteopathic profession in the subject of geriatrics and to keep them 
abreast of developments. A number of State laws require refresher courses 
for osteopathic licensees, and these sessions afford additional opportunity for 
considerations of current developments. In addition, the profession actiyely 
participates in conferences on aging at the National and State and local levels, 

The American Osteopathic Association is represented on the 150-member Na- 
tional Advisory Committee for the White House Conference on Aging, January 
9 to 12, 1961. : 

Some 14,000 physicians of the osteopathic school of medicine are in legalized 
practice in all the States. 

More than 400 nongovernment hospitals are staffed by physicians and surgeons 
(D.O.), 98 of which have been approved by the association for the training of 
interns and 56 of which are approved by the association for the training of 
residents. There are 54 government (district, county, or city) hospitals staffed 
in part or entirely by physicians and surgeons (D.O.). After completion of 
their internship, osteopathic graduates obtain residency training in one or more 
of the 12 fields recognized by approved specialty examining boards: 

American Osteopathic Board of Anesthesiology. 

American Osteopathic Board of Dermatology. 

American Osteopathic Board of Internal Medicine. 
American Osteopathic Board of Neurology and Psychiatry. 
American Osteopathic Board of Obstetrics and Gynecology. 
American Osteopathic Board of Ophthalmology. 

American Osteopathic Board of Pathology. 

American Osteopathic Board of Pediatrics. 

American Osteopathic Board of Physical Medicine and Rehabilitation. 
American Osteopathic Board of Proctology. 

American Osteopathic Board of Radiology. 

American Osteopathie Board of Surgery. 

An applicant for certification by the American Osteopathic Board of Surgery 
or for membership in the American College of Osteopathic Surgeons must be 
a graduate of an approved college of osteopathy and surgery, which requires a 
minimum of 3 years’ preprofessional college work for entrance and 4 years of 
professional college work for graduation, must have at least 1 year of intern- 
ship, and a minimum of 3 years of formal training subsequent to internship, 
must have assisted in not less than 400 major surgical operations, and I call 
your attention to the fact that is the minimum and most men in their training 
period do assist in many times that minimum number, and must have per 
formed a minimum of 200 major surgical operations upon his own responsibility 
subsequent to the completion of the minimum required period of formal training. 
All the specialties require 3 years special training beyond internship. 

These physicians and surgeons and these hospitals are utilized by the Bureau 
of Employees Compensation for care of Federal civil employees for injuries and 
illnesses incurred in the course of their employment. They are used in the 
medicare program of the Defense Department for the care of dependents of 
members of the armed services. They are available to Federal civil employees 
under the Federal employees health benefits program, under voluntary health 
insurance plans. 

In connection with any social security medical care program for the aged which 
is or may be inaugurated, Federal incentives should be provided for encourage- 
ment of prepaid health insurance plans on a voluntary basis. 
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furthermore, as we suggested to the Senate Subcommittee on Problems of the 
and Aging during its hearings last August, we believe that more financial 
rt should be made available for basic and applied research in geriatrics. 
The osteopathic schools of medicine, in common with the other medical schools, 
gre participating in the research and training programs of the National Insti- 
of Health in such fields as cancer, cardiovascular diseases, arthritis and 
metabolic diseases, neurological diseases, and mental health, which may be said 
to bear a primary relation to aging. Lectures and clinical courses are given in 
the care of the aged, under the subject of gerontology, and kindred subjects 
throughout the curriculums in our colleges. 
The American Osteopathic Association will continue to work with private 
nizations and Government agencies for the advancement of the health care 
and welfare of the aged, and desires to be of any possible assistance to this 
honorable committee in connection with the pending and related legislation. 

















AMERICAN OSTEOPATHIC ASSOCIATION, 
Washington, D.C., July 1, 1960. 

Re H.R. 1280. 

Hon. Harry F. Byrp, 

Chairman, Senate Committee on Finance, 

US. Senate, Washington, D.C. 

Deak SENATOR Byrp: Although Dr. Ballinger, of Coral Gables, Fla., has 
already filed with your committee a statement on the part of the American 
Osteopathic Association in connection with the social security amendments bill, 
HR. 12580, an objectionable and gratuitous suggestion made by the International 
Chiropractic Association to your committee yesterday to change the form of 
reference to osteopathy in connection with the definitions of “physicians’ serv- 
ices” and “physician” on page 165 of the bill calls for additional comment on 
our part. 

The chiropractic proposal would revise lines 12-16, page 165 of H.R. 12580, to 
read as follows: 

“(e) The term ‘physicians’ services’ means services provided in the exercise 
of his profession in any State by a physician, osteopath, or chiropractor, licensed 
in such State; and the term ‘physician’ includes a physician, osteopath, or 
chiropractor licensed in such State.” 

The definition of “physician” on page 165 of the bill as it passed the House 
emphasizes osteopathic participation by incorporating by reference section 
1101(a) (7), adopted in 1950, which includes doctors of osteopathy in the defini- 
tion of physician applicable to the general provisions of the Social Security Act. 
We respectfully request that this form of reference be retained for purposes of 
osteopathic participation. 

It was through application of the criterion that in order to qualify for inclu- 
sion under the term “physician,” as used in the Social Security Act generally. 
one must be trained in the practice of the healing art in all its branches, that 
this committee in 1950, based upon the evidence submitted, found that the 
graduates of the osteopathic schools of medicine so qualified and included them 
under section 1101(a) (7). 

The Congress had similarly defined the terms “physicians” and “medical care” 
and “hospitalization” as inclusive of osteopathic physicians and hospitals under 
the provisions of the U.S. Employees Compensation Act in 1988 (52 Stat. 586). 

Previous to that, in 1929, the Congress, in regulating the practice of the healing 
art in the District of Columbia, provided: “The degrees doctor of medicine and 
doetor of osteopathy shall be accorded the same rights and privileges under 
sovernmental regulations” (45 Stat. 1329). 

As above stated, we hope that the provision for osteopathic participation under 
ILR. 12580 will be retained in the form in which it passed the House. 

Very truly yours, 

































Cc. D. Swope, D.O., Chairman. 



























338 SOCIAL SECURITY AMENDMENTS OF 1960 


MApIison, WIs., June 29, 1969, 
Senator Harry FrLoop Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C.: 


Local 720 of the Wisconsin Council of County and Municipal Employees by 
unanimous vote urges your support of the McNamara amendment for medica] 
care for aged to replace title 6 of the House-approved H.R. 12580. 
MERCEDES Durovr, 
Secretary, City-County Building, Madison, Wis. 


Hupson, N.Y., June 29, 1969, 
Senator Harry F. Byrp. 
Chairman of the Senate Committee on Finance, 
Washington, D.C.: 


On behalf of the Group Health Association of America I would like to testify 
in support of legislation to provide health benefits to the aged through ep». 
tributory social security system. However, I do not want to delay completion 
of the work of your committee within the remaining days of this congregsiong| 
session. If my personal appearance would in any way hold up the Committee's 
deliberations I would prefer to be recorded as favoring adding health benefits 
to the OASDI system and having this telegram included in the committe 
record, 

CALDWELL D. EsseLryn, M.D, 
President, Group Health Association of America, Hudson, N.Y. 


NEW YorkK, N.Y., June 29, 1969, 
Senator Harry F. Bykp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

Would like to appear before your committee to testify in support of legish- 
tion to provide health benefits to the aged through contributory social security 
system. However, I do not want to delay completion of committee’s work ip 
closing days of congressional session. If my personal appearance would in any 
way hold up the committee’s deliberations, I would prefer to be recorded 
favor of adding health benefits to the OASDI system and having my telegram 
included in the committee’s records. My own record and experience may lv 
identified by reference to Who’s Who in America, 

GeorGeE Baene, M.D. 


YELLOW SprINGS, Onto, June 29, 1960. 
Senator Harry F. Byrp, 
Committee on Finance, 
Senate Office Building, Washington, D.C.: 


Have just learned of public hearing on health care for aged today and tomor 
row. I urge support of legislation to provide health benefits through OASI ff 
we are as a nation truly concerned to meet health problems of older people and 
maintain humane standards of quality and quantity of health services. This 
would permit contributions of individuals through employed lifetime and give 
widest flexibility in administration with least likelihood of regional and se 
tional variations in coverage and service. 

Please include this telegram in committee's record. 

JAMES P. Dixon, M.D., 
President, Antioch College. 


WASHINGTON, D.C., June 29, 1960. 


Senator Harry F. Byrn. 
Chairman, Senate Committee on Finance. 
Senate Office Building, Washington, D.C.: 

Re Finance Committee hearings June 29 and 30 on health care for the aged 
I wish to record with your committee my full support of legislation to provide 
health care to the aged through the contributory social security system. ! 
would request the opportunity to testify re above but do not want to delay te 
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qork of the committee in the closing days of the congressional session. I ask 
yet this telegram expressing my stand in favor of adding health benefits to the 
jASDI system be placed in the committee’s record in lieu of my appearance 
pfore the committee. 
WARREN F.. Draper, M.D., 
Heecutive Medical Officer, UMWA Welfare. 


Sr. Louts, Mo., June 29, 1960. 
fon, Harry Bykp, 

hairman, Senate Finance Committee, 
vew Senate Office Building, Washington, D.C.: 

The Missouri State Labor Council AFL-CIO respectfully urges your commit- 
ie to approve medical care benefits for the aged within the social security 
stem. We think this should be done without a means test. 

JouN I. Rotiins, President. 


WASHINGTON, D.C. June 29, 1960. 
Senator Harry I. Byro, 
Chairman, Senate Finance Committee, 
Yow Senate Office Building, Washington, D.C.: 

May I on behalf of more than 400,000 workers represented by the Inter- 
national Union of Electrical, Radio, and Machine Workers AFL-CIO urgently 
request that you and your colleagues on the Senate Finance Committee give 
favorable consideration to legislation providing medical care for the aged 
within the Federal social security system. At the same time our international 
ynion is strongly opposed to the imposition of any means test. 

| can assure you that this represents the militant sentiment of the over- 
whelming majority of members of our union as concretely evidenced in in- 
numerable local. regional, and national meetings and by thousands of letters 
aul telegrams which I and other leaders of this union have received. I firmly 
believe that you will be serving not only splendid humanitarian purposes but also 
purposes of our Nation's welfare and internal strength if you vote approval 
of this legislation. 

JAMES B. CAREY, 
President, IVE-AFL-C1O. 


WASHINGTON, D.C. June 29, 1960. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

This statement is in support of legislation to provide health benefits to aged 
through an expansion of the existing social security system. Kindly request 
that this opinion be included in the committee’s record. Because of the element 
of time for adjournment it is impossible for me to appear personally before 
thecommittee such a request is made. 

Dr. FE. C. MaziQue, 
President, National Medical Association. 


PHILADELPHIA, Pa., June 29, 1960. 
Hon. Harry F. Byrp, 
Committee on Finanee, 
U.S. Senate, Washington. D.C.: 


On. behalf of the city of Philadelphia and its 2 million inhabitants I desire to 
testify in support of legislation to provide health benefits to aged through 
social security system. Contributory social insurance is far superior to State- 
Federal means test anproach. Blue Cross hearings in Pennsylvania have dem- 
onstrated serious health problems of the aged. Social security approach is akin 
to insurance while the means test approach tends to pauperize recipients. 
Since I do not wish to delay committee’s work, I will ¢ladly forgo presenting 
mY view personally but wish to be on record regarding the urgent need for 
adding health benefits to the OASDI system at this session of Congress. 

Davip BERGER, 
City Solicitor of Philadelphia. 
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WASHINGTON, D.C., June 29, 1969 
Hon. Harry F. Byrp, , 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C.: 


The National Consumers League has long supported the establishment of g 
system of health benefits for the aged under the social security law. We hoo 
studied many alternative proposals over the years and have concluded that there 
is no more effective, economical, and dignified way of providing our elder citi- 
zens with the health care they so desperately need. The approach taken in the 
bill passed recently by the House of Representatives utilizing a means test under 
a Federal-State public assistance program is inadequate and does not solve the 
problem. Because we feel so strongly that it is urgent for the Senate to act 
during the current session we would like very much to testify in detail on opr 
views before your committee. But recognizing the need for brief hearing to 
enable the Senate to act before adjournment, we are taking this means of pre- 
senting in capsule form for the committee’s consideration our strong views jp 
support of a contributory health insurance program for the aged under the 
Social Security System. We urge your committee to act in support of the simple 
and democratic solution of the health needs of our elder citizens. Please jp. 
clude this telegram in the record of the hearing. 

VERA MAYER, 
General Secretary, National Consumers League, 


WASHINGTON, D.C., June 29, 1960. 
Hon. Harry FLoop Byrp, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

On behalf of the members of the American Bakery & Confectionery Workers’ 
International Union, AFL—C1O, we urge most strongly that the Senate Finance 
Committee approve legislation calling for medical care benefits for the aged 
within the Social Security System as being the most reasonable, effective, and 
practical way of dealing with an extremely pressing problem facing the senior 
citizens of our Nation. By the same token we are most emphatically opposed to 
any proposal which demands a means test. 

DANIEL FE. Conway, 
International President, 
American Bakery & Confectionery Workers International Union, 


New York, N.Y., June 29, 1960. 
Hon. Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
Room 2227, New Senate Office Building, Washington, D.C.: 

On behalf of more than a quarter of million members of the American Feders- 
tion of Musicians, may I urge favorable consideration by you and your com- 
mittee colleagues of legislation now before you that would provide medical care 
benefits for the aged within the social security system. We are opposed to 
means test provisions as proposed. 


HERMAN KENIN, 


President, American Federation of Musicians, AFL-CI0. 


WasnHinoaTon, D.C., June 29, 1960. 
Hon. Harry Fioop Byrp, 
Chairman, Senate Finance Committee, Room 2227, New Senate Office Building, 
Washington, D.C.: ' 

Urge support of medical care benefits for aged through social security system 
Use of a means test must be avoided and principle of health benefits through 
social insurance maintained. Recommend that bill (S. 3503) introduced 
Senator McNamara be reported out of committee. 


ARNOLD S. ZANDER, 
International President, American Federation of State, County & Mw 
nicipal Employees. 
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New York, N.Y., June 29, 1960. 
Hon. Harry F. Bye, ; 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

We should like to testify in support of legislation to provide health benefits 
to aged through social security system contributory social insurance superior 
to State-Federal means test approach period but we do not want to delay com- 
mittee’s work so we will forgo presenting our views personally and wish to be 
on record regarding urgent need for adding health benefits to OASI system at 
this session of Congress. 

COUNCIL OF THE GOLDEN RING CLUBS 
OF SENIOR CITIZENS, 
ApbOLPH HELpD, Chairman. 


Derrorr, Mion., June 29, 1960. 
Senator Harry Byrp, 
Chairman, Senate Finance Committee, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

In view of the fact that hearings on H.R. 12580 are scheduied for only June 
#9 and 30 and because of the short time remaining to the Congress, I do not be- 
lieve it is necessary for me to appear in person to testify. I would however 
like to have the views of the International Union, United Automobile, Aircraft & 
Agricultural Implement Workers of America, on health insurance for the aged 
recorded as follows: We believe that the subject has been thoroughly studied 
and the issues thoroughly debated. Out of all this public discussion one con- 
clusion remains clear—financing of hospital and medical is the most pressing 
problem for millions of America’s older citizens. Our own experience with 
over 100,000 living retired UAW workers confirms this. We believe the problem 
is an urgent one and that congressional action is needed in this legislative ses- 
sion. We urge you to reject any Federal-State or means test approach as the 
basic solution to providing health care to the aged. Such programs will not 
meet the problem, are fiscally impractical, and would undermine the dignity of 
the hard-pressed aged. We strongly urge that you adopt a measure based on 
use of the social insurance system to provide benefits as a matter of right on an 
actuarially sound and feasible basis. 

WALTER P. REUTHER, 
President, International Union, United Automobile, Aircraft & Agricul- 
tural Implement Workers of America, 


TRENTON, N.J., June 28, 1960. 
Hon. Harry Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 


Deak SENATOR Byrp: We respectfully urge you to support the Mills bill title 
XVI, H.R. 12580 as adopted by the House of Representatives on June 23 and to 
disapprove any amendments that might be offered which will place old-age med- 
ical care within the realm of social security. 

Very truly yours, 
JOHN J. Desus, R.P., 
MPA Secretary. 


RALEIGH, N.C., June 29, 1960. 
The Senate FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C: 


The officers and members of the North Carolina State AFL-CIO respectfully 
request and urge you to adopt a medical care program with benefits for the aged 
within the social security system. The program proposed by the administration 
is unrealistic, unworkable, and absolutely not in the best interest of anyone but 
the large insurance companies. The helpless aged people of America are look- 
ing to you for help. Please do not desert them by favoring the rich insurance 
carriers. 

W. M. BARBEE, 
President North Carolina State AFL-CIO. 
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Curcaco, ILL., June 29, 1960, 

SENATE FINANCE COMMITTEE, ggnaTE 
New Senate Office Building, Washington, D.C.: fe Ser 
The thousands of members of my organization urge your committee adopt | Hoxo 
medical care benefits for aged within the social security system, we oppose the | ig askix 
means-test legislation. | the soci 

JESSE CLARK, 
President, Brotherhood of Railroad Signalmen,. 


WASHINGTON, D.C., June 29, 1960. | 
SENATE FINANCE COMMITTEE, | senate 
New Senate Office Building, Washington, D.C.: 


| vow Se 
The Tobacco Workers International Union and its membership urge your hs 
committee to adopt medical care benefits for aged within social security system, ittee 
We oppose means-test legislation. | a 
Joun O'Hare, | oopoee 
President. 
R. J. Perrer, 
Secretary-Treasurer, Tobacco Workers International Union AFL-CIO. 
Boston, Mass., June 29, 1960. 
Senator Harry F. Byrp, oth 
Chairman, Senate Finance Committee, BENAT 
New Senate Office Building, Washington, D.C.: Yew © 


The Massachusetts State labor council is genuinely concerned about the need Ure 
for a medical care program for the aged integrated with the social security sys aysten 
tem. In our opinion, the legislation enacted by the House is most inadequate and 
impractical it would turn the needy over to the greedy. Strongly urge that your 
committee speedily approve a medical benefit for the aged program as part of 
the social security system. 

KeNNeTH J. KEewwey, 
Secretary-Treasurer, Massachusetis State Labor Council. 


Sena’ 

New | 

The 

WasHINGTON, D.C,, June 29, 1960. medic 

Senator Harry Byrp, social 

Chairman, Senate Finance Committee, mean 

New Senate Office Building, Washington, D.C.: Res 
In behalf of the International Association of Machinists I respectfully urge 
your committee to adopt a medical care program for the aged within the strne- 
ture of the present social security system. We are unalterably opposed to the 

means-test legislation adopted by the House of Representatives. Sea 

A. J. Hayes, See 

International President. ; Ww 

secul 


WaAsHINGTON, D.C., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 
We earnestly request your consideration of pending social security legislation 
before your committee on behalf of the aged. We feel means-test legislation is 
most inadequate and will be detrimental in providing care needed by our elderly Sen. 
citizens. We urge your committée’s approval to provide medical care benefits Yew 


within social security system. 01 
THomas F, MurpHy, sent 
Secretary, Bricklayers, Masons & Plasterers International Union of America. adoy 
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960, MARINETTE, WIs., June 29, 1960. 
re FINANCE COMMITTEE, 
Yew Senate Office Building, Washington, D.C. 
adopt | PoNnORABLE GENTLEMEN : The International Glove Workers Union of America 
8€ the | jy asking your support in adopting a medical care benefits for the aged within 
the social security system. 
JOSEPH GOODFELLOW, 
nen. President, International Glove Workers Union, America. 





960, INDIANAPOLIS, IND., June 29, 1960. 
ave FINANCE COMMITTEE, 
Yew Senate Office Building, Washington, D.C.: 
your | gp behalf of the 325,000 members of the Indiana State AFL-CIO, we urge com- 
stem, nittee adopt medical care benefits for aged within social security system and we 


ppose means-test legislation. 
{" DALLAS SELLS, 


ent, | President Indiana State AFL-CIO, 
Max F. WricH, 

10. | Secretary-Treasurer, Indiana State AFL-CIO. 

960, NASHUA, N.H., June 29, 1960. 


SenaTE FINANCE COMMITTEE, 
Yew Senate Office Building, Washington, D.C.: 


Urge committee adopt medical care benefits for aged within social security 


_— system and oppose means-test legislation. 

sve Tuomas J. Prrarys, 
a President, New Hampshire State AFL—OIO. 
rt of 

: WASHINGTON, D.C., June 29, 1960. 
cil. 


SenaTE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 
The Pattern Makers League of North America urges you to work and vote for 
60. medical care benefits for the aged within the framework and principles of the 
social security system. We urge you to oppose patently unfair and unrealistic 
means-test legislation. 
Respectfully. 
urge G. HALLstTrRom, General President. 
true- 


» the OMAHA, NEBR., June 29, 1960. 


Senate FINANCE COMMITTEE, 
nt Yew Senate Office Building, Washington, D.C.: 
We urgently request adoption medical care benefits for aged within social 
security system and oppose means-test legislation. 
oY. R. W. NISLEY, 
President, Nebraska State AFL-CIO. 


ition pea 

mn is CLEVELAND, OHnI0, June 29, 1960. 
lerly | Senate Finance ComMITTEE, 

efits | New Senate Office Building, Washington, D.C.: 

On behalf of Brotherhood of Locomotive Firemen & Enginemen which I repre- 
nt as its president I cannot urge your honorable committee too strongly to 
adopt medical care benefits for aged within social security system. I am opposed 
to the means-test legislation. 

H. FE. GreBert. 


58387—60——_23 








344 SOCIAL SECURITY AMENDMENTS OF 1960 


MILWAUKEE, WIS, June 29, 1960. 


SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 

We urge the Finance Committee to act favorably on legislation to provide 
medical care for our aged. These people are the victims of time and are left 
stranded in a sea of high economy. We further urge that the committee place 
the responsibility of administering the welfare of our aged under the social 
security system and not to subject them to pauperism by submitting to a mean 
test. 

GEORGE A. HABERMAN, 
President, Wisconsin State AFL-CJ0, 
GrorGce W. HAL, 
Secretary-Treasurer, Wisconsin State AFL-C]J0, 


OKLAHOMA City, OKLA., June 29, 1960, 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 
Respectfully urge committee adopt medical care benefits for aged withip 
social security system and oppose means test legislation. 
J. J. CALDWELL, 
Secretary-Treasurer, Oklahoma AFL-CJ0, 


CINCINNATI, OHIO, June 29, 1960, 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 


On behalf of the 65,000 members of the International Union of United Brewery, 
Flour, Cereal, Soft Drink, and Distillery Workers of America, we urge the 
members of your committee to support and adopt the medical care benefits for 
the aged within the social security system. 

JosePH BE. Brapy, 
Director of Legislation. 


HIGHLAND PaRkK, MIcH., June 29, 1960, 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 

Respectfully request your committee adopt program providing medical car 
benefits for aged within social security system. Two hundred thousand maib 
tenance-of-way employees and their families favor this method of caring for 
our older people. The means test proposal is wholly inadequate. 

Harowp C, Crorry, 
President, Brotherhood of Maintenance-of-Way Employees. 


Kansas City, Mo., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 

In behalf of my organization, the Brotherhood of Railway Car Men of America, 
request your committee adopt medical care benefits for the aged with social 
security system and oppose means test legislation. Your consideration will ® 
greatly appreciated. 


A. J. Bernuarpt, General President. 
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ALBANY, N.Y., June 29, 1960. 
are FINANCE COMMITTEE, 
US. Senate, 
Washington, D.C. 

GENTLEMEN : We vigorously support the concept of medical care for the aged 
yoder the social security system and urge your committee to include provisions 
of this sort in a bill reported out to the Senate. 

No single piece of legislation is viewed with greater urgency by the 140,000 

of this union. This has been demonstrated in thousands of signatures 
to Forand bill petitions sent through this office to the Congress. 

This concept is fully in keeping with the American tradition of Government 
accepting responsibility where private sectors of our economy have been unable 
tocope With a pressing human need. We have had firsthand experience attempt- 
ing to negotiate aged health care insurance into our union group plans. The 
est is so prohibitive that our raising this issue has only served to arouse bitter 
mmployer opposition. Obviously this need can only be met on an economical basis 
through a national program tied into the already tried and proven social security 

tem. 

TTnder no circumstances would we favor legislation of this type which made 
availability of medical care contingent upon a means test. This would be a cruel 
indignity to the senior citizens of America who should at least have the medical 
care provisions outlined in the Forand bill. 

The contents of this message have been read to, and unanimously approved by, 
the international executive board of our union now in session at Albany. 

PauL L. PHILLIps, 
President, United Papermakers 4 Paperworkers, AFL-CIO. 


TorEpo, Onto, June 29, 196¢. 
Senate FINANCE' COM MITTEE, 
Yew Senate Office Building, 
Washington, D.C.: 

The 30,000 members and officers of the American Flint Glass Workers Union 
of North America urgently request the members of the Senate Finance Com- 
mittee to adopt medical care benefits for aged within social security system. 
Strictly opposed to any legislation containing a State Public Assistance program 
toretirees who are impoverished. 

CHARLES M. Scueer, International President. 


WINSTON-SALEM, N.C., June 29, 1960. 
Senate FINANCE COMMITTEE, 
Yew Senate Office Building, 
Washington, D.C.: 
Medical care for aged urgently needed. Urge adoption of social security 
system plan without applying means test. 
Joun W. Foster, M.D. 


Union Crry, N.J., June 29, 1960. 
Senate FINANCE COMMITTEE, 
Yew Senate Office Building, 
Washington, D.C.: 

Our international union at its recently concluded convention called upon 
Congress to adopt legislation providing for medical care benefits for aged within 
the framework of the social security system. Any departure from this pro- 
cedure would result in watered down legislation that would fall far short of 
Meeting the needs of the aged. This would be particularly true of the intro- 
duction of a means test provision that is administratively unsound and humili- 
ating in its application. We urge you to pass legislation incorporating the 
sound and equitable principle of the Forand Bill. 

Mort BRANDENBURG, 
General President, Distillery Rectifying Wine and Allied Workers, 
International Union of America, Affiliated with the AFL-CIO. 
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BANGOR, MAINE., June 29, 1960 
SENATE FINANCE COMMITTEE, y 
New Senate Office Building, 
Washington, D.C.: 


We strongly urge adoption of medical care for the aged with the social] Sec. 
rity program. We strongly oppose the means test as not necessary. 


ALBERT B, Camirg, 
President, the Bangor Builders Construction Trade Council 





BANGOR, MAINE, June 29, 1960, 
SENATE FINANCE COMMITTEE, 
New Senate Ofice Building, 
Washington, D.C.: 

Third biennial convention just concluded adopted a resolution unanimo 
urging the Congress to enact legislation to give medical care for the aged without 
a means test and under the social security system. 

B. J. Dorsxy, 
Maine State Federated Labor Council, 





BANGorR, MAINE, June 29, 1969, 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 
Urge you adopt medical care benefits for aged under social security program 
also urge you oppose means test. 
CARPENTERS LOCAL UNION 621, 


NEWARK, N.J., June 29, 1960, 
SENATE FINANCE CoMMITTEE, 
Senate Office Building, Washington, D.C.: 


Urge your committee to adopt legislation providing medical care benefits for 
aged within social security system and to oppose means test legislation. 


JOEL R. JAcoBson, 
President, New Jersey State CIO Council 772. 





BANGOR MAINE, Jtine 29, 1960. 
SENATE FINANCE COMMITTEE CHAIRMAN, 
New Senate Office Building, Washington, D.C.: 
Our local union urges that the committee adopt a medical care benefit program 
for the aged within the social security system. Opposed to the means test. 
Epwarp L, BRALEY, 
Business Agent, Local 321, Plumbers and Fitters. 


PHILADELPHIA, Pa., June 30, 1960. 
Senator Harry F. Byrrp, 
Chairman, Senate Finance Committee, 
New Senate Office Building, Washington, D.C.: 
Respectfully urge committee adopt medical care benefits for aged within 
social security system. Pauper test legislation on this subject a disgrace. 
ANDREW JANASKIE, 
General President, American Federation of Hosiery Workers. 


BALTIMORE, Mp., June 30, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 
Urge your committee adopt medical care benefits for our senior citizens withia 
our social security system and oppose means test legislation. 
W. F. STRONG, 
President, Maryland State and District of Columbia AFL-CIO. 
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INDIANAPOLIS, IND., June 30, 1960. 
ggnaTE FINANCE Com MITTEE, 
New Senate Ofice Building, Washington, D.O.: 

On behalf of our more than 110,000 members and their families we urge your 
committee act favorably on adoption of medical care benefits for aged within 
the social security system and oppose the means test. 

INTERNATIONAL TYPOGRAPHICAL UNION, 
ELMER Brown, President, 

JOHN Pitcn, First Vice President, 

A. Bevis, Second Vice President, 

Joe Bartey, Third Vice President, 
WILLIAM R. CLoup, Secretary-Treasurer. 


WasuHinerTon, D.C., June 30, 1960. 
US. SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 

On behalf of the 220,000 members of our brotherhood, it is strongly urged your 
committee adopt medical care benefits for aged within social security system. 
Also I respectfully urge committee to oppose means test legislation. 

L. M, RAFTERY, 
General President, Brotherhood of Painters, Decorators, 
and Paperhangers of America. 


PRESSMEN’S Home, TENN., June 29, 1960. 


CHAIRMAN, SENATE FINANCE COMMITTEE, 
Yew Senate Office Building, 
Washington, D.C.: 

The membership of the International Printing Pressmen and Assistants Union 
of North America wishes to be recorded in favor of adoption of medical 
care benefits for aged within social security system. We strongly oppose the 
means test legislation, 

A. J. De AnprRaDe, President, 
Greorce L. Googe, Secretary-Treasury. 


INDIANAPOLIS, IND., June 30, 1960. 
SENATE FINANCE COMMITTEE, 
Room 2227, New Senate Office Building, 
Washington, D.O.: 

On behalf of this entire organization of more than 100,000, we urge you to 
We your influence to adopt medical care benefits for aged within social 
security system and oppose means test legislation. 

W. C. BIRTHRIGHT, 
General President, Secretary-Treasurer, 
Journeymen Barbers, Hairdressers, Etc, International Union. 


SPRINGFIELD, ILL., June 29, 1960. 
Senate FINANCE COMMITTEE, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

Aged citizens of Illinois are urgently and desperately in need of generous 
medical care benefits. In behalf of 1,250,000 members of our State AFL-CIO, I 
am urging the Senate Finance Committee to oppose the hodgepodge means test 
Proposal and give our senior citizens effective medical care within the social 
security system. 

R. G. SopERsSTROM, 
President, Illinois State Federation of Labor & Congress 
of Industrial Organizations. 
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Sart Lake Crry, UTAH., June 29, 1969 
SENATE FINANCE COMMITTEE, ; : 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

In behalf of the retired senior citizens in Utah we respectfully urge your com. 
mittee adopt medical care program for the aged within the framework of the 
social security system. We strenuously oppose the means test as a basis for 
medical care benefits. 

JOHN R. Scuong, 
President, Utah State AFL-C]0, 


New York, N.Y., June 29, 1960, 
SENATE FINANCE COMMITTEE, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 
Strongly urge, on behalf of our union, adoption of medical care benefit withiy 
social security system. No means test should be provided for. 
ALEX Ross, 
President United Hatters Cap & Millinery Workers International Union, 


New York, N.Y., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

Strongly urge enactment of medical care benefit legislation within social seep. 
rity program to meet desperate need of 16 million American senior citizens 
Proposed means test would work great hardship on those needing help. 

MILTon Gorpon, 
Secretary-Treasurer, International Union of 
Doll & Toy Workers of the United States & Canada, AFL-CIO, 


St. ALBANS, VT., June 29, 1960, 
SENATE FINANCE COMMITTEE, 
Room 2227, New Senate Ofice Building, 
Washington, D.C.: 

The Vermont Labor Council and its affiliated members urge you to adopt med 
ical care benefits for aged within social security system. Oppose means test 
legislation. 

VERMONT Lasor Councr, AFL-CIO, 
JAMES R. Cross, 
Secretary-Treasurer, 


BIRMINGHAM, ALA., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
Room 2227, New Senate Ofice Building, 
Washington, D.C.: 

Urge you adopt medical care benefits for aged within social security system 
provide adequate health insurance, and oppose means test legislation whid 
would only be inadequate public relief for fewer people. 

BARNEY WEEKS, 
President, Alabama Labor Council. 


KANSAS Crry, Mo., June 29, 1960. 


SENATE FINANCE COMMITTEE, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

On behalf of 150,000 members of the International Brotherhood of Boiler 
makers, Iron Shipbuilders, Blacksmiths, Forgers & Helpers, who have by every 
means of communication available to this office expressed their personal desité 
with reference to any social security legislation, I earnestly urge that your com 


' 





mitte 
gyste! 
of mi 
preci 


ENA 
Roon 
Was) 
Sil 
tem. 
our 2 


SENs 
Roor 
Was 


advi 
ned 
oppe 
over 


Sen. 
Roo 
Was 


Fin 
syst 


SEN 
Neu 
Wa: 


Org 
in si 


Sen 
New 


con 
sysi 





1960, 


Ur com. 
- Of the 
Asis fop 


C10, 


1960. 


Within 
nion, 


1960. 


t med- 
1S test 


S10, 


rer. 


960. 


‘em to 
which 


cil. 


060. | 


oiler 
every 
psires 

COM 





SOCIAL SECURITY AMENDMENTS OF 1960 349 


opt plan for medical care benefits for the aged within the social security 
Our organization and our members are especially opposed to any type 


mittee ad 


el. ; : , ; : ’ : 
of means test legislation. Your favorable consideration will be sincerely ap- 


preciated. 


WILLIAM A. CALVIN, 
President, International Brotherhood of Boilermakers, Iron Ship- 
builders, Blacksmiths, Forgers & Helpers. 


JACKSON, Miss., June 29, 1960. 
ggxaTE FINANCE COMMITTEE, 
Room 2227, Senate Office Building, 
Washington, D.C.: 
Sincerely request that you adopt care legislation within social security sys- 
tem. The bill as adopted by House of Representatives does not fill the need for 


our aged people in this State. 
CLAUDE RAMSEY, 


President, Mississippi Labor Council, AFL-CIO. 


HARRISBURG, PA., June 29, 1960. 
Senate FINANCE COMMITTEE, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

By reason of the recent Pennsylvania AFL-CIO convention action, please be 
advised that over 2,400 delegates unanimously endorsed by resolution action 
nedical care benefits for aged within the present social security system and 
opposed any means test qualifications for participation. Therefore, on behalf of 
over 1 million union members, I urge the Senate Finance Committee to adopt 
medical care benefits for aged within the present social security system. 

Harry Boyer, 
Copresident, Pennsylvania AFL-CIO. 


New York, N.Y., June 29, 1960. 
Senate FINANCE COMMITTEE, 
Room 2227, New Senate Office Building, 
Washington, D.C.: 

On behalf of the National Maritime Union, AFL-CIO, I herewith urge the 
Finance Committee to adopt medical care benefits for aged within social security 
system and strongly oppose means test legislation. 

JOSEPH CURRAN, 
President, National Maritime Union. 


Cuicaco, ILx., June 29, 1960. 
Senate FINANCE COM MITTEE, 
New Senate Office Building, 
Washington, D.C.: 

On behalf of the Illinois State Federation of Labor and Congress of Industrial 
Organizations urge your committee to adopt medical care benefits for aged with- 
insocial security system. Oppose means test legislation. 

Maurice F. McEt.icort, 
Secretary-Treasurer, Illinois State Federation of Labor 
and Congress of Industrial Organizations. 


WASHINGTON, D.C., June 29, 1960. 
Senate FINANCE COMMITTEE, 
Yew Senate Office Building, 
Washington, D.C.: 

On behalf of the Communications Workers of America, I respectfully urge the 
committee to adopt medical care benefits for the aged within the social security 
system and that you oppose any means test to qualify for benefits. 

J. A. BEIRNE, 
President, Communications Workers of America. 
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PHILADELPHIA, Pa., June 29, 1960 
Hon. Harry F. Byrp, ; 
Senate Finance Committee, 

New Senate Office Building, Washington, D.C.: 


Respectfully urge upon your committee the soundness and necessity of g 
proving legislation medical care benefits for the aged placing it firmly Within 
social security system and paid for by the beneficiaries and avoiding any Means 
test. As one of the organizations that has pioneered in the field of provision for 
the fast increasing of aged proportion of our population we are sure that these 
principles as well as the need are imperative. 

Sat B. Horrman, 
President, 
ArTHour G. McDowe tt, 
Director, Civic and Government Affairs, Upholsterers’ International, 


WASHINGTON, D.C., June 29, 1969, 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 


The Operative Plasterers’ and Cement Masons’ International Association urges 
your committee to adopt legislation providing for medical care benefits for the 


| 


aged within the social security plan. We strongly oppose means test legislation, | 


Epwarp J. Leonarp, 
General President, Operative Plasterers’ and Cement Masons’ Inter. 
national Association. 


PHOENIX, Ariz., June 29, 1960, 
Senate FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 


The Arizona State AFL-CIO urges the Senate Finance Committee to adopt 
medical care benefits for aged within social security system. We must mee 
the needs of our senior citizens. 

K. 8. Brown, 
Arizona State AFL-CIO, 


SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 


Respectfully urge your support for medical care proposal to assure adequate 
health care for our senior citizens within the framework of the social security 
system. Our Nation cannot afford to force our oldsters to subject themselves 
to a means test in order to qualify for medical aid. Your support will k 
appreciated. 

George A. CAVENDER, 
President. 
A. TOoFrFort, 
Secretary-Treasurer, Colorado Labor Council AFL-CIO. 





PorTLAND, OreEc., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 
Urge your committee recommend medical care benefits for aged within social 
security system and not apply the means test. Many States unable or w 
willing to share medical expenses. 


J. T. Marr, 
Executive Secretray, Oregon AFL-CIO. 


Denver, Coro., June 29, 1960. ' 
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Boise, Ipano, June 29, 1960. 
y F. Byrp, 
aermen Senate Finance Committee, 
senate Office Building, Washington, D.C.: 
Urge you adopt legislation providing for medical care benefits for aged within 
ial security system. 
social Ipano State AFL-CIO, 
DaRRELL H. DorRMAN, 
President. 
ALBERT BEATTY, 
Secretary-Treasurer. 


CINCINNATI, OHIO, June 29, 1960. 
Senate FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 

The members of the International Molders and Foundry Workers Union 
believe it would be wonderful for the older people of this Nation if the com- 
mittee were to adopt medical care benefits for aged within social security 
system and we urge the members of the Senate Finance Committee to support 
this legislation. 

CHESTER A. SAMPLE, 
President. 


MILWAUKEE, WIs., June 29, 1960. 
SenaTe FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 


On behalf of the Allied Industrial Workers of America, AFL—CIO, I wish to 
urge your committee to adopt medical care benefits for the aged which are tied 
in with the social security system. Now is not the time to turn back the clock 
by enactment of means test legislation. We do ourselves a disservice when we 
propose to degrade our senior citizens in this fashion. While our organization 
does not expect Congress to enact a measure which will resolve all the aspects 
of this problem in one fell swoop, we do look to Congress for a sound start 
toward a solution. This can only be done, in our opinion, by providing benefit 
right. ‘In other words, benefits must be earned and received on much the same 
basis as old-age, survivors, and disability benefits. We respectfully urge your 
support for such a measure. 

CARL W. GRIEPENTROG, 
President, International Union Allied Industrial Workers of America, 
AFL-CIO. 


WASHINGTON, D.C., June 29, 1960. 
Senate FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 

We most earnestly endorse and urge the adoption of medical care benefits for 
the aged within the social security system. However, we oppose the means test 
legislation and trust the committee will see fit to support our plea. 

Georce L. WARFEL, 
President, the National Association of Special Delivery Messengers. 


WasHIneTon, D.C., June 29, 1960. 
Senate FINANCE COMMITTEE, 
Yew Senate Office Building, Washington, D.C.: 

The membership of the Amalgamated Association of Street, Electric Railway, 
and Motor Coach Employees of America urge the Senate Finance Committee to 
adopt medical care benefits for aged within the social security system and oppose 
means test legislation. 

O. J. Miscno, International Secretary-Treasurer. 
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HELENA, Monr., June 29 
SENATE FrNaNce CoMMITTEE, Be SEN: 


New Senate Office Building, Washington, D.C.: Yew 
Montana labor respectfully requests your committee adopt medical care bene. Was 


fits for aged within social security system and we oppose means test legislation | in 
JAMES S. Umper, ‘ Fina 
President, Montana State AFL-C]0 secu 
, of t 
CoLUMBUS, O10, June 29, 1969 
SENATE FINANCE COMMITTEE, : 
New Senate Office Building, Washington, D.C.: 
The recent Ohio AFL-CIO convention passed unanimously a resolution eq). 
ing for passage of Forand-type legislation in the field of health care. Our 1 BER 
million members are thoroughly convinced that the only sound approach to health aon 
care for retired persons 65 and over is through the social security system with ~ 
universal coverage as opposed to the ways and means approach of matching 0 
Federal grants to participating States and coverage based on need. adoy 
ELMER F. Cope, we 
Secretary-Treasury, Ohio AFL-CIQ. | 
ALBUQUERQUE, N. MEx., June 29, 1960, a 
SENATE FINANCE COMMITTEE, SEN 
New Senate Office Building, Washington, D.C.: Yeu 
The New Mexico State AFL-CIO and all of its affiliated organizations an ~ 
members join the national AFL-CIO and other interested groups in urging your G 
committee to adopt the most universal economical and dignified approach in vide 
medical care benefits for the aged by use of the social security system as op frat 
posed to the inequitable means test which would lead to manifold inequities and = 
whose enforcement inevitably involves an affront to the dignity of millions ot | "4 
older people. 
JAMES A, PRICE, 
President, 
Tom E. Roses, 
Executive Secretary-Treasury, New Mezvico State AFL-CIO, SEN 
New 
CHIcaco, ILx., June 29, 1960. | 4 
SenaTe FINANCE COMMITTEE, I 
New Senate Office Building, Washington, D.C.: nat 
On behalf of 275,000 members of the Building Service Employees Interns: | - 
tional Union we respectfully ask your support of the principles incorporated | PP 
in the Forand bill. We strongly support the contributory insurance principle | 
for medical care benefits for the aged, and oppose the means test principle 
We believe the present opportunity to amend the social security system shouli 
be used to add a practical and significant program for health care for the aged 
as opposed to stopgap legislation. SEN 
Davip SULLIVAN, | Net 
General President, Building Service Employees International Union. E 
; whi 
CuicaGo, ILx., July 1, 1960. | Sys 
SENATE FINANCE COMMITTEE, to: 


New Senate Office Building, Washington, D.C.: 
| 


On behalf of 700 members represented I urge your committee adopt medial 
care benefit legislation for the aged under social security. We are opposed | 
the means test legislation. We believe it imperative when people over 65 year 
of age have illness they should not be deprived of hospitalization or medical 
aid due to financial reasons. Therefore financial aid through social secutity 
would to a degree relieve the aged peoples medical fears after retirement- 
Frep RIEHL, 
The American Railway Supervisor Association, President and General 
Chairman SP and PFE Lodge No. 351 and Affiliates, 2545 Carmel 
Street, Oakland, Calif. 
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CHICAGO, ILL., June 30, 1960. 
SENATE FINANCE COM M ITTEE, 
New Senate Office Building, 
Washington, D.C.: 
in behalf of American Federation of Teachers respectfully urge Senate 
Finance Committee adapt medical care benefits for the aged within social 
security syste. We advise that we vigorously oppose any means test as part 
of this legislation. 
CARL J. MEGEL, 
President, American Federation of Teachers. 


New York, N.Y., June 29, 1960. 
SenATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 

On behalf of Office Employees International Union AFL-CIO, I urge you to 
adopt Forand type medical care benefits for aged within the social security 
system. We are in definite opposition to means test legislation. 

Howarkp CouGHLIN, 
President, Office Employes International Union. 


CoLuMBus, Onto, June 29, 1960. 
SENATE FINANCE COM MITTEE, 
New Senate Office Building, 
Washington, D.C. 

GENTLEMEN: We strongly urge your support for legislation that would pro- 
vide honorable release from the hazard of medical costs in old age within the 
framework of the social security system and to oppose the medical aid plans 
proposed by the House Ways and Means Committee that only provides medical 
aid through State public assistance programs. 

Sincerely yours, 
Pui HANNAH, 
President, Ohio AFL-CIO. 


Curcaco, ILt., June 29, 1960. 
Senate FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 

In behalf of membership United Cement, Lime & Gypsum Workers and inter- 
national union located in 42 States permit me to respectfully urge your com- 
mittee adopt medical care benefits for aged within social security system and 
oppose means test legislation. 

Fe.rx C. Jones, General President. 


CHARLESTON, W. VA., June 29, 1960. 
SENATE FINANCE COM MITTEE, 
New Senate Office Building, Washington, D.C.: 

Respectfully urge the committee to adopt a medical care program for the aged 
which will be theirs as a matter of right within the established social security 
system. Means test legislation is not, in our opinion, a sound effective approach 
to an increasingly serious social problem. 

Mites C. STANLEY, 
President, West Virginia Labor Federation, AFL-CIO. 
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New York, N.Y., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 


On behalf of the 60,000 members of the International Alliance of Theatricg) 
Stage Employees I respectfully request that your committee act favorably on 
medical care benefits for the aged within social security system and eliminate 
the means test requirement, 

RicHarp F. Watsz, 
International President IATSE 4 MPMO of United States and Canada. 


INDIANAPOLIS, IND., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 


On behalf of United Brotherhood of Carpenters and Joiners of America, we 
urge your committee adopt medical care benefits for aged within social security 
system and oppose “means test” legislation. 

M. A. HutTcHEson, 
General President, 


WASHINGTON, D.C., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, Washington, D.C.: 


Respectfully urge committee report favorable medical care for aged under 
social security and reject means test. 
JAMES A. CAMPBELL, 
National President American Federation of Government Employees. 


WASHINGTON, D.C., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 


| 


International Brotherhood of Bookbinders Union, in behalf of its 65,000 mem- | 


bers, urges committee to adopt a medical care benefits for aged bill within 
framework of social security system without any ability-to-pay test. 
JosePH DENNY, 
President. 
Westey A. TAYLor, 
Secretary-Treasurer. 


St. Pau, Minn., June 29, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 


The Minnesota AFL-CIO Federation of Labor, representing 175,000 affiliates, 
respectfully urge you to adopt medical care benefits for the aged within the | 


social security system and we are definitely opposed to pauper’s oath method 


of establishing eligibility. 
R. A. OLSEN, 
President, 
R. E. Hess, 
Executive Vice President. 
New C. SHERBURNE, 
Secretary-Treasurer. 


CuIcaco, Inx., June 29, 1960. 


SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 

In behalf of our membership (8,000), I urge that your committee adopt 
medical care benefits for the aged within the social security system, as all of 
our people are opposed to the means test legislation. Our people feel that it is 
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jmperative when a person beyond the age of 65 is confronted with an illness 
there should not be any financial worry attached as to medical and hospitali- 
gation security. Handling this question through social security will at least 
relieve one of the many financial worries that the majority of our people will 
have when retirement age arrives. 
J. P. TAHNEY, 
Grand President, American Railway Supervisors Association. 


STATEMENT OF THE AMERICAN PUBLIC WELFARE ASSOCIATION 


This statement presents the views of the American Public Welfare Associa- 
tion on H.R. 12580, the Social Security Amendments of 1960, as passed by the 
House of Representatives. 

The American Public Welfare Association is the only national organization 
of local and State public welfare departments and of individuals engaged in pub- 
lie welfare at all levels of government. Its membership includes Federal, State, 
and local welfare administrators, board members and welfare workers from 
every jurisdiction. As the result of the discussions in our councils, committees 
and conferences, our board of directors of 27 persons, representing all parts 
of the country, adopts official policy positions on issues of current significance. 
These policy positions govern the association's testimony on proposed legisla- 
tion relevant to the field of public welfare. 

Over the years the association has supported strongly all sound recommenda- 
tions which have advocated broadening and strengthening the social insurance 
programs of our country. We have talked many times with the Senate Com- 
mittee on Finance about our observations of the social insurance and public 
welfare programs and believe that we have unique background for evaluating 
the interrelationship of social insurance and public assistance. 


COMMENTS ON TITLE XVI 


For more than 20 years the association’s medical care committee, made up 
of persons knowledgeable in health and welfare programs throughout the coun- 
try, has studied the medical care problems of needy and low-income individuals 
and families and methods of administering and financing medical services re- 
quired by them. The medical care committee is fully familiar with the present 
extent of medical care programs in public welfare and with the gaps which still 
remain. Despite the fact that the association, since its inception almost 30 
years ago, has considered as a major responsibility the stimulation and promo- 
tion of programs of medical care of adequate quality and quantity in the public 
assistance programs, and although there have been very large expenditures 
for medical care in these programs, we find that there are gaps and deficiencies 
still existing in many States with respect to the provision of medical care for 
the needy aged and other needy persons. We do not believe there are more than 
15 to 20 States in which needy persons, including the aged, can receive all the 
medical care they require with the assistance of public funds. We are in full 
agreement with the decision of the House Ways and Means Committee, there- 
fore, that there must be action taken to improve the provision of medical care 
for aged persons, although we are not in complete agreement with the method 
suggested, nor do we believe that the proposal fully meets the need. 

H.R. 12580 proposes that a new title XVI, medical services for the aged, be 
added to the Social Security Act. We have studied this title with care and 
have certain comments which we would like to submit for consideration. 

We approve: 

1. The prohibition in title XVI against the imposition of residence re- 
quirements as an eligibility factor in determining eligibility of low-income 
aged persons for medical care; 

2. The fact that the bill recognizes the broad scope of services needed by 
the aged (although we do disagree with the limitations in amount placed 
on certain essential services and supplies) ; 

3. The requirement that both institutional and noninstitutional services 
be provided to the aged. This, we believe, will serve to reduce unnecessary 
institutionalization of older persons ; 

4. The prohibition against an enrollment fee premium or similar charge 
to be imposed as a condition of any individual's eligibility for medical benefits 





an insurance program.) 





under the plan. (We believe that there should also be a prohibition a 
any deductible or coinsurance feature since this is a needs program and not 
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Sainst 


DOVETAILING TITLE XVI INTO TITLE I 


We question whether there is actual need for this new title, even though we 
agree with the intent and the provisions we have commented on. Essentially 
the program described in title XVI is part of the old-age assistance program 
and a number of States are already assisting medically needy aged Dersong 
under title I. We believe that the same ends could be achieved by amending 
title I to make clear the intent of Congress that old-age assistance should include 


aged persons of low income who are unable to finance their full medica] care 
requirements. It appears to us, from the viewpoint of economical and sound 
administration, that this revision of title I would be more satisfactory than 
the establishment of a wholly new title. We believe, too, from our observation 
of State legislative activities, that most States would find it more possible ty 
obtain authorization, if needed, to expand services and assistance under title | 
than to obtain legislation establishing a new program. As one example we 
would point out that Texas would undoubtedly need a constitutional amendment 


in order to participate in title XVI. 


COMMENTS ON SECTION 602 OF THE BILL 


In this connection we would like to comment on section 602 of H.R. 12589 
which proposes somewhat more favorable Federal matching for States (an jp 
crease in the matching ratio of 5 percent) contingent upon a showing of an 
improvement in their old-age assistance medical care program. There are both 
inequities and problems in this provision since it would provide no additional 
funds in OAA medical care to those States that have, at great State expense 
and with very limited Federal matching, financed broad programs of medical 
services and supplies for aged persons. These States, of course, could show no 
improvement in their medical care programs since they already include all 
essential medical requirements. We are in full agreement that the poorer States 
need additional help but we think that this can be accomplished through further 
modifications of the matching formula based upon per capita income in the 
States. The improvement grants suggested in section 602 would, in fact, reward 
a number of average or high income States that have been backward in meeting 
the medical care requirements of their aged persons. Our suggestion that title 
XVI be included in title I would do away with this provision and would make 
it possible, through an appropriate modification of the matching formula, to 
establish a more equitable method of Federal participation for both the higher 


and lower income States. 


COMMENTS ON SECTION 705 OF THE BILL 


The association is pleased to note section 705 of H.R. 12580, which would 
amend the general provisions of the Social Security Act to require the Secretary 
to develop and revise from time to time guides or recommended standards as 
to the level, content, and quality of medical care and medical services to be used 
in evaluating and improving the public assistance medical care programs, includ 
ing programs of medical services for the aged. We have long felt that the 
Department, through its Bureau of Public Assistance, should provide more | 
leadership to the States in this connection. We are pleased to see a recom | 
mendation of this kind in the recent report of the Advisory Council on Public 
Assistance. We would suggest that in addition to this provision there be @ 
requirement that the Secretary establish a broadly constituted medical advisory 
committee, as was also recommended in the report of the Advisory Council o 


Public Assistance. 


HEALTH INSURANCE FOR OASDI BENEFICIARIES 


We believe, however, that even with the changes we have suggested in title 
XVI and related portions of H.R. 12580, our country would be far from meet 
ing the health needs of all aged persons. In our opinion this can only be done 
through an extension of the old-age, survivors, and disability insurance program 
We will still need provisions under public 


to include health service benefits. 
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jstance for those persons who do not qualify under OASDI, but we are fully 
convinced that the social insurance mechanism is the soundest approach to meet- 
ing medical need for the great bulk of aged persons. 

The association, as a result of its studies, has included in its Federal legisla- 
tire objectives, which are reviewed each year by the association’s board of 
directors, the following statement: 

“Health costs of old-age, survivors, and disability insurance beneficiaries 
should be financed through the OASDI program. Arrangements for achieving 
this objective should take into account the priority needs of the groups to be 
grved; availability of facilities, personnel, and services; and protection and en- 
curagement of high quality of care, including the organization of health and 
related services to effect appropriate utilization of services and facilities.” 

As this policy statement indicates, we are in full accord with the principle of 
amending the OASDI program to include the financing of certain health bene- 
fts for social security beneficiaries. We believe that it is not the wish of the 
American people that substantial numbers of our aged citizens be required to 
turn to public assistance for help with their medical needs. Whereas cash bene- 
fits under the OASDI program in many instances may be sufficient for the indi- 
ridual’s average maintenance requirements, it is rare that medical costs of an 
unpredictable or large character can be met unless the aged or disabled person 
has considerable other income and resources. It has been established that only 
a small proportion of aged and disabled people fall into this fortunate group. 

We strongly urge, therefore, the establishment of a program of health bene- 
fits for social security beneficiaries as part of OASDI. This program, together 
with the expansion of OAA to provide better for the medical needs of persons 
not eligible under social insurance or whose needs cannot be fully met in that 
way, would give to all aged persons the assurance that they will not have to go 
without essential medical care when their working years are over. We subscribe 
to the principle of financing the costs of any health insurance benefits to OASDI 
beneficiaries through the contributory social insurance program so widely ac- 
cepted by the American people. We believe that it is both proper and desirable 
for all employers, employees, and the self-employed to finance the costs so that 
indi iduals during their working years will build for themselves health insurance 
coverage which will meet their needs after retirement. It appears that volun- 
tary insurance cannot accomplish this for any large number of persons within 
the reasonably near future. 


SUPPORT FOR OTHER PROVISIONS IN THE BILL 


We should like to comment briefly on some of the social insurance provisions 
in H.R. 12580. It appears to us that the recommendations for change, both 
major and minor, are in the right direction. We are particularly pleased with 
the removal of the age 50 limitation for disability insurance benefits. We sup- 
pert strongly, too, the measure which would strengthen the rehabilitation aspects 
of the disability program by providing a 12-month period of trial work during 
which benefits would be continued for all disabled workers who attempt any 
planned rehabilitation rather than limiting this trial work period to those re- 
ceiving services under the official Federal-State vocational rehabilitation pro- 
gram, as at present. 

We support the change in the insured status requirement for retired workers, 
the new bene‘it protection provisions for widows and children, and the extension 
of coverage to self-employed physicians and to a number of other groups. 

We are pleased to note that the authorization for appropriation for the mater- 
nal and child health services program would be increased to $25 million and the 
services for crippled children authorization to $25 million. We are disappointed 
that the bill proposes that the authorization for appropriation for the child wel- 
fare program be increased only to $20 million. Our studies of needs in this pro- 
gram indicate that this authorization, too, should be increased to $25 million and 
we have previously recommended this to the Congress. The new authorization 
for research and demonstration projects in the child welfare services program, 
which would permit grants to public and other nonprofit institutions and agen- 
cies for this purpose, would meet an existing need for further study in the child 
welfare field. 
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FEDERAL LEGISLATIVE OBJECTIVES, 1960 


(Prepared by Committee on Welfare Policy, American Public 
Welfare Association) 


The American Public Welfare Association believes that the States and their 
political subdivisions have the primary responsibility for developing anq ad. 
ministering effective public welfare services in the United States. The Federg) 
Government has the obligation to develop nationwide goals and to use jts 
constitutional taxing power to equalize the financing of public welfare go that 
public welfare services may be available on a reasonably equitable basis 
throughout the country. The States, their political subdivisions, and the Feg. 
eral Government, in cooperation, must provide the leadership and the profes- 
sional and technical personnel to carry out these obligations. The association’s 
legislative objectives are based on these premises and on the recognition of 
the importance of preserving and strengthening family life, encouraging sejf. 
responsibility, and assuring humanitarian concern for individuals and families 

To accomplish these purposes the association believes that : 

Contributory social insurance is a preferable governmental method of 
protecting individuals and their families against loss of income due to 
unemployment, sickness, disability, death of the family breadwinner, and 
retirement in old age; 

Public welfare programs should provide effective services to all who 
require them including financial assistance and preventive, protective, 
and rehabilitative services, and these services should be available to all 
persons without regard to residence, settlement, or citizenship requirements: 

The benefits of modern medical science should be available to all: and 
to the extent that individuals cannot secure them for themselves govern. 
mental or other social measures should assure their availability; 

Democracy has a special obligation to assure to all the Nation’s children 
full and equitable opportunity for family life, healthy growth, and maxi- 
mum utilization of their potentialities. 

These general principles are amplified in other policy statements approved 
by the board of directors of the association. The welfare policy committee 
of the association has reviewed all of these statements in the light of current 
needs and has developed specific legislative objectives for 1960. While the 
following list does not include all of the association’s policy positions, it presents 
in condensed form those immediate and longer range legislative objectives 
which are most likely to be of current significance in improving public welfare 
services. 

PUBLIC WELFARE PROGRAMS 
Scope of program 

1. The comprehensive nature of public welfare responsibility should be recog- 
nized through Federal grants-in-aid which will enable the States to provide 
not only financial assistance (including medical care) and other services for 
the aged, the blind, the disabled, and dependent children, but also general 
assistance and services for all other needy persons. 

2. Federal financial aid should be available to assist States in carrying out 
public welfare responsibility for preventive, protective, and rehabilitative serv 
ices to all who require them, irrespective of financial need. 

The Federal Government should participate financially in State and local 
projects which would encourage, extend, or establish programs for self-support, 
self-care, or the rehabilitation of persons receiving or likely to need public 
assistance. 

3. The Federal Government should participate financially only in those assist 
ance and other welfare programs which are available to all persons within 
the State who are otherwise eligible without regard to residence, settlement, 
or citizenship requirements. 

4. In order to strengthen family life, the aid to dependent children program 
should provide Federal aid to the States for any needy child living in the home 
of any relative. 

5. Specific provisions should be made for Federal financial participation in 
the maintenance of children in foster care. 

6. Child welfare services in the Social Security Act should be broadened in 
scope, should specifically include child welfare srevices for the delinquent 
child, and the funds authorized and appropriated should be increased in all 
States sufficiently to extend and improve their programs compatible with the 
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growing child population and the continuing advances in knowledge which 
make more effective services attainable. 

Specific provision should be made for Federal financial assistance to States 
to stimulate and support programs for the prevention and control of juvenile 
delinquency. This should include research and the training of personnel. 

7, The category of aid to the permanently and totally disabled should be 
modified by eliminating the Federal restriction requiring a disability to be 
permanent and total and by eliminating the age requirement so that all needy 
disabled persons may be aided under the program. 

g The Federal Government should participate financially in the development 
of specialized services for the aged, irrespective of financial need. 

9, The Federal Government, in cooperation with the States, should study 
the restriction on Federal financial participation in assistance payments to 
adults living in public nonmedical institutions, 


Methods of financing programs 

10. The continuation of the Federal open-end appropriation is essential to a 
sound State-Federal fiscal partnership in all aspects of public assistance. 
Since it is not possible to predict accurately the incidence and areas of need, 
flexibility, and comprehensiveness are necessary in financing public assistance 
programs. 

11. Federal financial participation should be on an equalization grant basis 
provided by law and applicable to financial assistance (including medical care) 
for all needy persons, welfare services (including child welfare), and ad- 
ministration. 

12. Any maximums on Federal participation in public assistance (inelud- 
ing medical care) should continue to be related to the average payment per 
recipient and should be increased sufficiently to assure reasonable standards 
of maintenance, comprehensive medical care of high quality and appropriate 
quantity, and the preservation and strengthening of family life. 

Federal participation in aid to dependent children should be increased to 
a level which will assure treatment of children equitable with that accorded 
other public assistance recipients. 

13. There should be no reduction in the overall Federal proportion of assist- 
ance and service expenditures unless and until changes in the scope and ade- 
quacy of Federal legislation affecting public assistance and social insurance 
enable the States to meet needs more effectively. 

14. No change should be made in the Federal matching formulas which would 
result in a reduction in the Federal share of State and local administrative 
costs. 

15. Federal aid for public assistance should be on the same basis for Puerto 
Rico, the Virgin Islands, and Guam as for other jurisdictions. In particular, 
the annual dollar limitations on Federal participation should be removed. 

16. The Federal Government should participate financially in the costs of 
any State and local civil defense welfare services. 

17. Federal legislation should provide funds for American nationals in need 
of assistance and other services who are repatriated from abroad. 


Administration 

18. States should have the option to administer Federal funds for assistance 
and services by categories or by a single comprehensive program covering all 
needy persons. 

19. Adequate and qualified personnel is essential in the administration of 
public welfare programs. Federal financial participation in administrative costs 
of State welfare programs should be sufficient to enable States to provide for the 
adequate administration of all welfare programs. 

20. Adequate Federal funds should be authorized on a permanent basis to 
assist States in training staff for State and local public welfare programs and 
moneys should be appropriated for this purpose. 

21. All public welfare programs in which the Federal Government participates 
financially should be administered by a single agency at the local, State, and 
Federal level. 

22. Federal, State, and local public welfare agencies should participate in and 
assist in the administrative coordination of all related programs in which there 
is Federal financial participation. 

23. The administration of the Children’s Bureau should be maintained within 
the Social Security Administration. 


58387—60——_24 
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SOCIAL INSURANCE PROGRAMS 
OASDI 


24. The contributory old-age, survivors, and disability insurance program, ag 
a preferable means of meeting the income-maintenance needs of people and ag g 
means of keeping the need for public assistance to a minimum, should be 
strengthened. Among the needed improvements are: making benefit payments 
more adequate, increasing the amount of earnings creditable for contribution 
and benefit purposes in line with current conditions, providing benefits for 
disabled insured persons of any age and for their dependents, extending coverage 
to earners still excluded. 

25. Health costs of old-age, survivors, and disability insurance beneficiaries 
should be financed through the OASDI program. Arrangements for achieving 
this objective should take into account the priority needs of the groups to be 
served; availability of facilities, personnel, and services; and protection and 
encouragement of high quality of care, including the organization of health and 
related services to effect appropriate utilization of services and facilities, 

26. The funds of the insurance program should be available to help restore 
persons on the OASDI disability rolls to gainful employment since such ex. 
penditures would result in a net saving to the fund and increase the number of 
persons rehabilitated. 

27. To the extent that changes to improve the OASDI program increase the 
cost of the program, contributions should be increased to insure the financia} 
stability of the program. 

28. The membership of the Advisory Council on Social Security Financing 
established by the 1956 amendments, should include representation from public 
welfare and its functions should be broadened to include responsibility for recom. 
mending improvements in all aspects of old-age, survivors, and disability in. 
surance, with particular emphasis on methods of keeping the program in line 
with current economic conditions and with changes in levels of living, and 
as a means of keeping the need for public assistance to a minimum. 


old-age, survivors, and disability insurance program. Federal funds should be 
utilized for the professional training of staff in institutions of higher learning, 


Unemployment insurance 


30. The unemployment insurance program, as a preferable means of meeting 
the income-maintenance needs of unemployed people and as a means of keeping 
the need for public assistance to a minimum, should be strengthened. Among 
the needed improvements are establishing Federal standards which would assure 
more adequate benefit payments including benefits for dependents: extension of 
coverage to earners still excluded ; provision for a minimum duration of benefits 
and appropriate extension of the duration during any period of extended unem- 
ployment; provision for more equitable eligibility conditions ; provisions for less | 
restrictive disqualification requirements; and an increase in the amount of 
earnings creditable for contribution and benefit purposes in line with current 
conditions. 


Other social insurance 


31. Study should be given to ways of improving and extending, on a sound 
social insurance basis, temporary disability insurance benefits and workmen's 
compensation programs, with emphasis on planning for effective medical care and 
vocational rehabilitation. 


' 


RESEARCH AND DEMONSTRATION PROJECTS i 


32. Federal funds should be authorized and appropriated for research and | 


| 


demonstration projects in all aspects of social security and public welfare. 





29. Adequate and qualified personnel are essential in the administration of the 
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RELATED PROGRAMS 


93. The Federal Government should provide leadership, funds, and esearch 
for the promotion of health and the prevention of sickness and disability con- 
tributing to dependency. Federal health programs should encourage and enable 
State and local health departments to make a more effective contribution to 
broad programs of physical restoration. In view of the increasing number of 
children and the increasing cost of medical service, the amounts authorized and 
appropriated for maternal and child health and crippled children’s services in the 
Social Security Act should be increased. 

24. Public welfare has a responsibility to assure that comprehensive re- 
habilitative services are made available to persons who require them. In carry- 
ing out this objective, public welfare programs have the responsibility to restore 
individuals to self-care and independent living and to strengthen family life. 
As part of this responsibility, public welfare agencies are concerned with the 
availability of adequate vocational rehabilitation services for individuals who can 
penefit from them. 

Since many eligible individuals in the United States still are deprived of voca- 
tional rehabilitation services, such services should be strengthened so that all 
yoecationally handicapped persons who present reasonable possibilities of attain- 
ing a vocational objective would be served. The vocational rehabilitation pro- 
gram also should be strengthened by permitting States to designate the State 
agency which can most effectively administer this program. 

35. Federal programs should provide more effective aid to help meet the needs 
of mentally retarded and other handicapped children. 

36. The nonquota entry of foreign-born orphans should be limited to children 
who are placed for adoption in the United States with the approval of authorized 
social agencies, and to children who are adopted abroad by U.S. citizens residing 
in the country where the adoption takes place. 

37. The Federal Fair Labor Standards Act should be amended to extend cover- 
age and to increase the minimum wage in line with current conditions. 

88. Federal programs should provide more effective aid to help meet the needs 
of migratory workers and their families. 


JUNE 27, 1960. 
Hon. Harry F. Byron, 
Chairman, Senate Committee on Finance, 
New Senate Office Building, 
Washington, D.C. 


Dear Mr. CHAIRMAN: I am informed that on Tuesday, June 28, your commit- 
tee will meet in executive session to consider H.R. 12580 and related proposals 
amending the Social Security Act. 

In this connection I would appreciate your consideration of a bill which I 
filed on Wednesday, June 23, which would amend title IT of the Social Security 
Act and the Internal Revenue Code so as to increase the minimum insurance 
benefits payable under such title, to increase the amount of earnings upon 
which such benefits are based, to increase the amount of such benefits payable 
to widows, widowers, and parents, to increase the amount of earnings permitted 
without loss of benefits, and for other purposes. I believe this is a modest, con- 
structive and self-sufficient package making needed changes in our social security 
system. Enclosed is a copy of the bill, S. 3725, and my remarks in its regard as 
they appeared in the Congressional Record. 

Thank you for your consideration. 

Sincerely, 
LEVERETT SALTONSTALL, 
U.S. Senator. 
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[S. 3725, 86th Cong., 2d sess.] 


A BILL To amend title II of the Social and Security Act and the Internal Re 
so as to increase the minimum insurance benefits payable under such title, 
the amount of earnings upon which such benefits are based, to increase 
such benefits payable to widows, widowers, and parents, to incre 
earnings permitted without loss of benefits, and for other purposes 


venue Code 
to increase 
the amount of 
ase the amount of 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Socia] Se. 
curity Amendments of 1960”. 


TITLE L—AMENDMENTS TO TITLE II OF THE SOCTAL Securtry Acr 
INCREASE IN MINIMUM BENEFTS 


Sec. 101. (a) The table in section 215(a) of the Social Security Act is amendeg 
by striking out all the figures in columns I, II, III, IV, and V down to, and inelyd. 
ing, the line which reads 


"13.01 13.48 36.10 37.00 66 67 40 60.00” 
and inserting in lieu thereof the following: 
Mh ee onl OR LW er aie” Gaede”. 


(b) The amendments made by subsection (a) shall be applicable only in the 
case of monthly benefits under title II of the Social Security Act for months after 
the month following the month in which this Act is enacted, and in the case of 
lump-sum death payments under such title with respect to deaths occurring after 
the month following the month in which this Act is enacted. 


INCREASE IN EARNINGS BASE 


Sec. 102. (a) (1) Section 209(a)(3) of the Social Security Act is amended 
by inserting “and prior to 1961” after “1958”. 

(2) Section 209(a) of such Act is further amended by adding at the end 
thereof the following new paragraph : 

“(4) That part of remuneration which, after remuneration (other than 
remuneration referred to in the succeeding subsections of this section) equal 
to $6,000 with respect to employment has been paid to an individual during 
any calendar year after 1960, is paid to such individual during such calen- 
dar year ;”. 

(b) (1) Section 211(b) (1) (C) of such Act is amended by inserting “and prior 
to 1961” after “1958”, and by striking out “; or’ and inserting in lieu thereof *; 
and”. 

2) Section 211(b) (1) of such Act is further amended by adding at the end 
thereof the following new subparagraph : 

(D) For any taxable year ending after 1960, (i) $6,000 minus (ii) the 
amount of the wages paid to such individual during the taxable year; or”, 

(c)(1) Section 213(a) (2)(B) (ii) of such Act is amended by striking out 
“after 1958” and inserting in lieu therof “after 1958 and before 1961, or $6,000 
in the case of a calendar year ending after 1960”. 

(2) Section 213(a) (2) (B) (iii) of such Act is amended by striking out “after 
1958” and inserting in lieu thereof “after 1958 and before 1961, or $6,000 in the 
case of a taxable year ending after 1960”. 
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(d) The table in section 215(a) of such Act is amended by striking out all the 


ggures in columns IT, III, IV, and V beginning with, and following, the line which 


reads “$101.50 102.30 315 319 109 254.00” 


and inserting in lieu thereof the following: 


101. 50 102.30 315 319 109 255. 20 
102. 40 103.20 320 323 110 258. 40 
103. 30 104. 20 324 328 111 262. 40 
104. 30 105.10 329 333 112 266. 40 
105. 20 106. 00 334 337 113 269. 60 
106. 10 107. 00 338 342 114 273. 60 
107. 10 107. 90 343 347 115 277. 60 
108. 00 108.50 348 351 116 280. 80 

352 356 117 284. 80 
357 361 118 288. 80 
362 365 119 292. 00 
366 370 120 296. 00 
371 375 121 296. 00 
376 379 122 296. 00 
380 384 123 296. 00 
385 389 124 296. 00 
390 86393 125 296. 00 
394 398 126 296. 00 
399 403 127 296. 00 
404 407 128 296. 00 
408 412 129 296. 00 
413 417 130 296. 00 
418 421 131 296. 00 
422 426 132 296. 00 
427 431 133 296. 00 
432 136 134 296. 00 
437 440 135 296. 00 
441 445 136 296. 00 
446 450 137 296. 00 
451 154 138 296. 00 
455 459 139 296. 00 
460 464 140 296. 00 
465 468 141 296. 00 
469 173 142 296. 00 
174 478 143 296. 00 
479 482 144 296. 00 
483 487 145 296. 00 
488 492 146 296. 00 
493 496 147 296. 00 
497 500 148 296. 00’’ 


(e) Section 215(e)(1) of such Act is amended by striking out “after 1958” 
and inserting in lieu thereof “after 1958 and before 1961, and the excess over 
$6,000 in the case of any calendar year after 1960”. 

(f) The amendments made by subsections (a) and (c)(1) shall apply only 
with respect to remuneration paid after 1960. The amendments made by sub- 
sections (b) and (c)(2) shall apply only with respect to taxable years be- 
ginning after 1960. The amendment made by subsection (d) shall apply only 
with respect to monthly insurance benefits under title II of the Social Secu- 
rity Act for months after the month following the month in which this Act is 
enacted, and lump-sum death payments under such title in the case of deaths 
ocurring after the month following the month in which this Act is enacted. 


INCREASE IN WIDOW’S, WIDOWER’S, AND PARENT’S INSURANCE BENEFITS 


Sec. 103. (a) Paragraph (2) of subsection (e) of section 202 of such Act is 
amended to read as follows: 

“(2) Such widow’s insurance benefit for each month shall be equal to 85 
per centum of the primary insurance amount of her deceased husband.” 
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(b) Paragraph (3) of subsection (f) of such section is amended to reaq as 
follows: 

“(3) Such widower’s insurance benefit for each month shall be equal to 
85 per centum of the primary insurance amount of his deceased wife.” 

(c) Paragraph (2) of subsection (h) of such section is amended to read 
as follows: 

“(2)(A) Except as provided in subparagraph (B), such parent’s insurance 
benefit for each month shall be equal to 85 per centum of the primary insyr. 
ance amount of such deceased individual. 

“(B) For any month for which more than one parent is entitled to parent's 
insurance benefits on the basis of such deceased individual’s wages and self. 
employment income, such benefit for each such parent for such month shall 
be equal to 75 per centum of the primary insurance amount of such deceased 
individual. 

“(C) In any case in which (i) any parent is entitled to a parent’s insurance 
benefit for a month on the basis of a deceased individual’s wages and gelf-em. 
ployment income and (ii) another parent of such deceased individual becomes 
entitled to a parent’s insurance benefit for such month on the basis of such 
wages and self-employment income and on the basis of an application filed 
after such month and after the month in which the application of the parent 
referred to in clause (i) was filed, the amount of the parent’s insurance benefit 
of the parent referred to in clause (i) for the month referred to in such clause 
shall be 85 per centum of the primary insurance amount of such deceased in- 
dividual and the amount of the parent’s insurance benefit of the parent referred 
to in clause (ii) for such month shall be 65 per centum of such primary ip- 
surance amount.” 

(d) The amendment made by this section shall apply with respect to monthly 
benefits payable under section 202 of the Social Security Act for months after 
the month following the month in which this Act is enacted. 


SAVINGS PROVISIONS 
Sec. 104. Where— 

(1) one or more persons were entitled (without the application of section 
202(j)(1) of the Social Security Act) to monthly benefits under section 
202 of such Act for the month after the month in which this Act is enacted 
on the basis of the wages and self-employment income of a deceased 
individual; and 

(2) one or more persons are entitled to benefits under section 202 (e), 


(f), or (h) of the Social Security Act for any subsequent month on the | 


basis of such individual’s wages and self-employment income; and 
(3) no person, other than those persons referred to in paragraph (1) of 
this section, is entitled to benefits under such section 202 on the basis of 
such individual’s wages and self-employment income for such subsequent 
month or for any month after the month following the month in which this 
Act is enacted and prior to such subsequent month ; and 
(4) the total of the benefits to which all persons are entitled under sec- 
tion 202 of the Social Security Act on the basis of such individual’s wages | 
and self-employment income for such subsequent month would, but for this 
section, be reduced by reason of the application of section 203(a) of such | 
Act, as amended by this Act; 
then the amount of the benefit to which each such person referred to in para | 
graph (1) of this section is entitled for such subsequent month shall be deter 
mined— 
(5) in case such person is entitled to benefits under subsection (d) o@ 
(gz) of such section 202, as though this Act had not been enacted; or 
(6) in case such person is entitled to benefits under subsection (e), (f), 
or (h) of such section 202, without regard to any provision of this Act 
other than section 108; 
except that the provisions of this section shall not apply with respect to any 
such person if the amount of the benefit to which he is entitled is larger, after 
the application of section 203(a), as amended by this Act, without the applica- 
tion of this section. 
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MAXIMUM FAMILY BENEFITS IN CERTAIN CASES 


Seo. 105. (a) Section 203(a)(3) of the Social Security Act is amended— 
(1) by striking out “and is not less than $68, then such total of benefits 
shall not be reduced to less than the smaller of” and inserting in lieu 
thereof “, then such total of benefits shall not be reduced to less than $99.10 
if such primary insurance amount is $66, to less than $102.40 if such primary 
insurance amount is $67, to less than $106.50 if such primary insurance 
amount is $68, or, if such primary insurance amount is higher than $68, to 
less than the smaller of”; and 
(2) by striking out “the last figure in column V of the table appearing in 
section 215(a)” and inserting in lieu thereof “the amount determined under 
this subsection without regard to this paragraph, or $206.60, whichever 
is larger’. 

(b) The amendments made by subsection (a) shall apply in the case of monthly 
benefits under section 202 or section 223 of the Social Security Act for months 
after the month following the month in which this Act is enacted, but only (1) 
if the insured individual on the basis of whose wages and self-employment in- 
come such monthly benefits are payable became entitled (without the application 
of section 202(j) (1) or section 223(b) of such Act) to benefits under section 


| 92(a) or section 223 of such Act after the month following the month in which 


this Act is enacted, or (2) if such insured individual died before becoming so en- 
titled and no person was entitled (without the application of section 202(j) (1) 
or section 223(b) of such Act) on the basis of such wages and self-employment 
income to monthly benefits under title II of the Social Security Act for the 
month following the month in which this Act is enacted or any prior month, or 
(3) if such insured individual was entitled, for the month following the month 
in which this Act is enacted, to benefits under section 202(a) or 223 of the 
Social Security Act based on a primary insurance amount of more than $108. 


RETIREMENT TEST 


Sec. 106. (a) So much of section 203 of such Act as follows subsection (a) 
thereof is amended to read as follows: 


“DEDUCTIONS ON ACCOUNT OF EXCESSIVE EARNINGS 


“(b) Deductions, in such amounts and at such time or times as the Secretary 
shall determine, shall be made from any payment or payments under this title 
to which an individual is entitled and from any payment or payments to which 
any other persons are entitled on the basis of such individual’s wages and self- 
employment income until the total of such deductions equals— 

“(1) such individual’s benefit or benefits under section 202 for any month, 
and 
“(2) if such individual was entitled to old-age insurance benefits under sec- 

tion 202(a) for such month, the benefit or benefits for such month under sec- 

tion 202 of all other persons based on. such individual’s wages and self-em- 

ployment income, 
if in such month such individual (except a child entitled to child’s insurance 
benefits who has attained the age of 18) is under age 72 and if for such month 
he is charged with excess earnings, under the provisions of subsection (f) of this 
section, equal to the total of such benefits referred to in clauses (1) and (2) ; ex- 
cept that if the excess earnings so charged are less than such total of benefits, 
such deductions with respect to such month shall be equal only to the amount of 
such excess. If a child who has attained the age of 18 and is entitled to child’s 
insurance benefits, or a person who is entitled to mother’s insurance benefits, is 
married to an individual entitled to old-age insurance benefits under section 
202(a), such child or such person, as the case may be, shall, for the purposes of 
this subsection and subsection (f), be deemed to be entitled to such benefits on 
the basis of the wages and self-employment income of such individual entitled 
to old-age insurance benefits. If a deduction has already been made under this 
subsection with respect to a person’s benefit or benefits under section 202 for a 
month, he shall be deemed entitled to payments under such section for such month 
for purposes of further deductions under this subsection and charging of other 
excess earnings under subsection (f) only to the extent of the total of his benefits 
remaining after such earlier deductions have been made. For purposes of this 
subsection and subsection (f)— 
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“(A) if an individual’s benefit or benefits under subsection (a) woula b 
for the penultimate sentence thereof, be reduced, he shall be deemed to be 
entitled to payments under section 202 equal to the amount of such benefit 
or benefits for such month which would remain (but for such penultimat 
sentence) after application of subsection (a) ; and . 

“(B) if a deduction is made with respect to an individual’s benefit or 
benefits under section 202 because of the occurrence in any month of ap 
event specified in subsection (c) or (d) of this section or in section 222 (b) 
such individual shall not be considered to be entitled to any benefits under 
such section 202 for such month. 


“DEDUCTIONS ON ACCOUNT OF NONCOVERED REMUNERATIVE ACTIVITY OR FAILURE 10 
HAVE CHILD IN CARE 


“(¢e) Deductions, in such amounts and at such time or times as the Secretary 
shall determine, shall be made from any payment or payments under this title to 
which an individual is entitled, until the total of such deductions equals gych 
individual's benefit or benefits under section 202 for any month— 

“(1) in which such individual is under the age of seventy-two and op 
seven or more different calendar days of which he engaged in noncovered 
remunerative activity outside the United States; or 

“(2) in which such individual, if a wife under age 65 entitled to a wife's 
insurance benefit, did not have in her care (individually or jointly with her 
husband) a child of her husband entitled to a child’s insurance benefit and 
such wife’s insurance benefit for such month was not reduced under the 
provisions of section 202(q) ; or 

“(3) in which such individual, if a widow entitled to a mother’s insurance 
benefit, did not have in her care a child of her deceased husband entitled 
to a child’s insurance benefit ; or 

“(4) in which such individual, if a former wife divorced entitled to a 
mother’s insurance benefit, did not have in her care a child of her deceased 
former husband, who (A) is her son, daughter, or legally adopted child and 
(B) is entitled to a child’s insurance benefit on the basis of the wages and 
self-employment income of her deceased husband. 


For purposes of paragraphs (2), (3), and (4) of this subsection, a child shall not 
be considered to be entitled to a child’s insurance benefit for any month in which 
an event specified in section 222(b) occurs with respect to such child, No 
deduction shall be made under this subsection from any child’s insurance benefit 
for the month in which the child entitled to such benefit attained the age of 18 
or any subsequent month. 


“DEDUCTIONS FROM DEPENDENTS’ BENEFITS BECAUSE OF NONCOVERED REMUNERATIVE 
ACTIVITY OF OLD-AGE INSURANCE BENEFICIARY 


“(d)(1) Deductions shall be made from any wife’s husband’s, or child's 
insurance benefit, based on the wages and self-employment income of an individ 
ual entitled to old-age insurance benefits to which a wife, husband, or child is 
entitled, until the total of such deductions equals such wife’s, husband's, or 
child’s insurance benefit or benefits under section 202 for any month in which the 
individual, on the basis of whose wages and self-employment income such benefit 
was payable, is under the age of seventy-two and on seven or more different 
calendar days of which he engaged in noncovered remunerative activity outside 
the United States. 

“(2) Deductions shall be made from any child’s insurance benefit to whic 


a child who has attained the age of eighteen is entitled or from any mother's | 
insurance benefit to which a person is entitled, until the total of such dedue | 


tions equals such child’s insurance benefit or benefits or mother’s insuraneé 
benefit or benefits under section 202 for any month in which such child # 
person entitled to mother’s insurance benefits is married to an individual | 
entitled to old-age insurance benefits under section 202(a) who is under the 
age of seventy-two and on seven or more different calendar days of which be | 
engaged in noncovered remunerative activity outside the United States. 
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“OCCURRENCE OF MORE THAN ONE EVENT 


“(e) If more than one of the events specified in subsections (c) or (d) and 


section 292(b) occurs in any one month which would occasion deductions 


gal to a benefit for such month, only an amount equal to such benefit shall 


be deducted. 


“MONTHS TO WHICH EXCESSIVE EARNINGS ARE CHARGED 


«(f) For the purposes of subsection (b)— 

“(1) If an individual’s earnings for a taxable year are not more 
than the product of $100 times the number of months in such year, no 
month in such year shall be charged with any excess earnings. 

“(2) If an individual's earnings for a taxable year are in excess of 
$100 times the number of months in such year, the amount of his excess 
earnings (as defined in paragraph (4)) shall be charged to months as fol- 
lows: There shall be charged to the first month of such taxable year an 
amount of his excess earnings equal to the sum of the payments to which 
he and all other persons are entitled for such month under section 202 
on the basis of his wages and self-employment income (or the total of his 
excess earnings if such excess earnings are less than such sum) and the 
balance, if any, of such excess earnings shall be charged to each succeeding 
month in such year to the extent, in the case of each such month, of the 
sum of the payments to which such individual and all other persons are 
entitled for such month under section 202 on the basis of his wages and 
self-employment income, until the total of such excess has been so applied. 
Notwithstanding the preceding provisions of this paragraph, no part of 
the excess earnings of an individual shall be charged to any month (A) 
for which such individual was not entitled to a benefit under this title, 
(B) in which such individual was age 72 or over, or (C) in which such 
individual did not engage in self-employment and did not render services 
for wages (determined as provided in paragraph (6) of this subsection) 
of more than $100. 

“(3) As used in paragraph (2), the term ‘first month of such taxable 
year’ means the earliest month in such year to which the charging of 
excess earnings described in such paragraph is not prohibited by the 
application of clause (A), (B), or (C) thereof. 

“(4) For purposes of paragraph (2), an individual’s excess earnings for 
a taxable year shall be the excess of his earnings for such year over $100 
multiplied by the number of months in such year, except that of the 
first $1,200 of such excess (or all of such excess if it is less than $1,200), 
an amount equal to one-half thereof shall not be included. 

“(5) For purposes of clause (C) of paragraph (2)— 

“(i) An individual will be presumed, with respect to any month, to 
have been engaged in self-employment in such month until it is shown 
to the satisfaction of the Secretary that such individual rendered no 
substantial services in such month with respect to any trade or business 
the net income or loss of which is includible in computing (as pro- 
vided in paragraph (6) of this subsection) his net earnings or net loss 
from self-employment for any taxable year. The Secretary shall by 
regulations prescribe the methods and criteria for determining whether 
or not an individual has rendered substantial services with respect 
to any trade or business. 

“(ii) An individual will be presumed, with respect to any month, 
to have rendered services for wages (determined as provided in para- 
graph (6) of this subsection) of more than $100 until it is shown 
to the satisfaction of the Secretary that such individual did not 
render such services in such month for more than such amount. 

“(6)(A) An individual’s earnings for a taxable year shall be (i) the 
sum of his wages for services rendered in such year and his net earnings 
from self-employment for such year, minus (ii) any net loss from self- 
employment for such year. 

“(B) In determining an individual’s net earnings from self-employment 
and his net loss from self-employment for purposes of subparagraph (A) 
of this paragraph and paragraph (5), the provisions of section 211, other 
than paragraphs (1), (4), and (5) of subsection (c), shall be applicable; 
and any excess of income over deductions resulting from such a computation 
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shall be his net earnings from self-employment and any excess of dedue. 
tions over income so resulting shall be his net loss from self-employment, 

“(C) For purposes of this subsection, an individual’s wages Shall pe 
computed without regard to the limitations as to amounts of remuneration 
specified in subsections (a), (g)(2), (8)(8), (bh) (2), and (j) of section 
209; and in making such computation services which do not constitute em- 
ployment as defined in section 210, performed within the United States by the 
individual as an employee or performed outside the United States in the 
active military or naval service of the United States, shall be deemed to be 
employment as so defined if the remuneration for such services jg not 
includible in computing his net earnings or net loss from self-employment. 

“(7) For purposes of this subsection, wages (determined as provided 
in paragraph (6) (C)) which, according to reports received by the Secretary, 
are paid to an individual during a taxable year shall be presumed to haye 
been paid to him for services performed in such year until it is shown to 
the satisfaction of the Secretary that they were paid for services performed 
in another taxable year. If such reports with respect to an individual show 
his wages for a calendar year, such individual’s taxable year shall be pre 
sumed to be a calendar year for purposes of this subsection until it jg 
shown to the satisfaction of the Secretary that his taxable year is not q 
ealendar year. 

“(8) Where a month is charged with an individual's excess earnings and 
the excess earnings so charged are less than the total of the payments (with. 
out regard to such charging) to which all persons are entitled under section 
202 for such month on the basis of his wages and self-employment income, 
the difference between such total and the excess so charged to such month 
shall be paid (if it is otherwise payable under this title) to such individual 
and other persons in the proportion that the benefit to which each of them 
is entitled (without regard to such charging and prior to the application of 
section 203(a)) bears to the total of the benefits to which all of them are 
entitled (without regard to such charging and prior to the application of 
section 203(a)). 


“PENALTY FOR FAILURE TO REPORT CERTAIN EVENTS 


“(g) Any individual in receipt of benefits subject to deduction under subsection 
(c) (or who is in receipt of such benefits on behalf of another individual), 
because of the occurrence of an event specified therein, who fails to report such 
occurrence to the Secretary prior to the receipt and acceptance of an insurance 
benefit for the second month following the month in which such event occurred, 
shall suffer an additional deduction equal to that imposed under subsection (b), 
except that the first additional deduction imposed by this subsection in the 
case of any individual shall not exceed an amount equal to one month’s benefit 
even though the failure to report is with respect to more than one month. 


“REPORT OF EARNINGS TO SECRETARY 


“¢h) (1) (A) If an individual is entitled to any monthly insurance benefit under 
section 202 during any taxable year in which he has earnings or wages, as com 
puted pursuant to paragraph (6) of subsection (f), in excess of the product of 
$100 times the number of months in such year, such individual (or the individual 
who is in receipt of such benefit on his behalf) shall make a report to the Secre 
tary of his earnings (or wages) for such taxable year. Such report shall be 
made on or before the fifteenth day of the fourth month following the close of 
such year, and shall contain such information and be made in such manner a 
the Secretary may by regulations prescribe. Such report need not be made for 
any taxable year (i) beginning with or after the month in which such individual 
attained the age of 72, or (ii) if benefit payments for all months (in such taxable | 
year) in which such individual is under age 72 have been suspended undet | 
the provisions of the first sentence of paragraph (3) of this subsection. 

“(B) If the benefit payments of an individual have been suspended for all 


graph (3) of this subsection, no benefit payment shall be made to such indb 
vidual for any such month in such taxable year after the expiration of the pe 
riod of three years, three months, and fifteen days following the close of such | 
taxable year within such period the individual, or some other person entitled to 
benefits under this title on the basis of the same wages and self-employment | 
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months in any taxable year under the provisions of the first sentence of part: | 
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me, files with the Secretary information showing that a benefit for such 

month is payable to such individual. , 

“(2) If an individual fails to make a report required under paragraph (1), 
within the time prescribed therein for any taxable year and any deduction is 
{ posed under subsection (b) by reason of his excess earnings (as defined in 
gubsection (f)) for such year, he shall suffer additional deductions as follows: 

“(A) if such failure is the first one with respect to which an addiitonal 
deduction is imposed under this paragraph, such additional deduction shall 
be equal to his benefit or benefits for the last month of such year for which 
he was entitled to a benefit under section 202; 

“(B) if such failure is the second one for which an additional deduction 
is imposed under this paragraph, such additional deduction shall be equal 
to two times his benefit or benefits for the last month of such year for which 
he was entitled to a benefit under section 202; 

“(C) if such failure is the third or a subsequent one for which an addi- 
tional deduction is imposed under this paragraph, such additional deduction 
shall be equal to three times his benefit or benefits for the last month of 
such year for which he was entitled to a benefit under section 202; 

except that the number of additional deductions required by this paragraph 
with respect to a failure to report earnings for a taxable year shall not exceed 
the number of months in such year for which such individual received and ac- 
cepted insurance benefits under section 202 and for which deductions are im- 
posed under subsection (b) by reason of his excess earnings (as defined in sub- 
section (f)). In determining whether a failure to report earnings is the first 
or a subsequent failure for any individual, all taxable years ending prior to 
the imposition of the first additional deduction under this paragraph, other than 
the latest one of such years, shall be disregarded. 

“(3) If the Secretary determines, on the basis of information obtained by 
or submitted to him, that it may reasonably be expected that an individual 
entitled to benefits under section 202 for any taxable year will suffer deductions 
imposed under subsection (b) by reason of his excess earnings (as defined in 
subsection (f)) for such year, the Secretary may, before the close of such taxa- 
ble year, suspend the total or less than the total payment for each month in 
such year (or for only such months as the Secretary may specify) of the bene- 
fits payable on the basis of such individual’s wages and self-employment in- 
come; and such suspension shall remain in effect with respect to the benefits 
forany month until the Secretary has determined whether or not any deduction 
is imposed for such month under subsection (b). The Secretary is authorized, 
before the close of the taxable year of an individual entitled to benefits during 
such year, to request of such individual that he make at such time or times as 
the Secretary may specify, a deciaration of his estimated earnings for the 
taxable year and that he furnish to the Secretary such other information with 
respect to such earnings as the Secretary may specify. A failure by such indi- 
vidual to comply with any such request shall in itself constitute justification for 
adetermination under this paragraph that it may reasonably be expected that 
the individual will suffer deductions imposed under subsection (b) by reason 
of his excess earnings (as defined in subsection (f)) for such year. If, after 
the close of a taxable year of an individual entitled to benefits under section 202 
for such year, the Secretary requests such individual to furnish a report of his 
earnings (as computed pursuant to paragraph (6) of subsection (f)- for such 
taxable year or any other information with respect to such earnings which the 
Secretary may specify, and the individual fails to comply with such request, such 
failure shall in itself constitute justification for a determination that such indi- 
vidual’s benefits are subject to deductions under subsection (b) for each month 
in such taxable year (or only for such months thereof as the Secretary may 
specify) by reason of his excess earnings (as defined in subsection (f)) for 
such year. 


“CIRCU MSTAN( ES UNDER WHICH DEDUCTIONS AND REDUCTIONS NOT REQUIRED 


“(i) In the case of any individual, deductions by reason of the provisions of 
subsection (b), (c), or (h) of this section, or the provisions of section 222(b), 
shall, notwithstanding such provisions, be made from the benefits to which such 
individual is entitled only to the extent that such deductions reduce the total 
amount which would otherwise be paid, on the basis of the same wages and 
self-employment income, to such individual and the other individuals living in 
the same household. 
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“ATTAINMENT OF AGE SEVENTY-TWO 


“(j) For the purposes of this section, an individual shall be considered 
seventy-two years of age during the entire month in which he attains such in 


““NONCOVERED REMUNERATIVE ACTIVITY OUTSIDE THE UNITED STATES 


“(k) An individual shall be considered to be engaged in noncovereg Te 
munerative activity outside the United States if he performs services outside 
the United States as an employee and such services do not constitute employ. 
ment as defined in section 210 and are not performed in the active military 
or naval service of the United States, or if he carries on a trade or busines 
outside the United States (other than the performance of service as an en- 
ployee) the net income or loss of which (1) is not includible in computing 
his net earnings from self-employment for a taxable year and (2) would no 
be excluded from net earnings from self-employment, if carried on in the United 
States, by any of the numbered paragraphs of section 211(a). When used jy 
the preceding sentence with respect to a trade or business (other than the 
performance of service as an employee’, the term ‘Untied States’ does not jp. 
elude Puerto Rico or the Virgin Islands in the case of an alien who is not 
resident of the United States (including Puerto Rico and the Virgin Islands): 
and the term ‘trade or business’ shall have the same meaning as when used 
in section 162 of the Internal Revenue Code of 1954. 


“GOOD CAUSE FOR FAILURE TO MAKE REPORTS REQUIRED 


“(1) The failure of an individual to make any report required by subsection 
(gz) or (h)(1)(A) within the time prescribed therein shall not be regarded 
as such a failure if it is shown to the satisfaction of the Secretary that he had 
good cause for failing to make such report within such time. The determination 
of what constitutes good cause for purposes of this subsection shall be made 
in accordance with regulations of the Secretary.” 

(b) The amendments made by subsection (a) shall be applicable with re 
spect to deductions on account of excessive earnings, under section 203 of the 
Social Security Act (as amended by such subsection (a) ), for months of taxable 
years which begin after the month following the month in which this Act is 
enacted and with respect to other deductions, made under such section as so 
amended, for months after the month following the month in which this A¢ 
is enacted. 


(c)(1) Paragraph (5) of section 202(q) of such Act is amended (A) by | 


striking out “paragraph (1) or (2) of section 203(b)” each place it appears | 
therein, and inserting in lieu thereof “paragraph (1) or (2) of section 203 (¢)”, | 
and (B) by striking out “section 203(c)” and inserting in lieu thereof “see | 
tion 203(b) or (d)”. 

(2) Paragraph (6) of such section 202(q) is amended (A) by strikig 
out “section 203(b) (1) or (2)” and inserting in lieu thereof “section 203(¢) 
(1) or (2)”, (B) by striking out “section 203(c)"” and inserting in lieu there 
of “section 208 (b) or (d)”, and (C) by striking out “paragraph (1) or (2) 
of section 203(b)” and inserting in lieu thereof “paragraph (1) or (2) of se 
tion 203(c)”. 

(3) The amendments made by this subsection shall be applicable only with 
respect to the computation, under section 202(q) of the Social Security Act 
of deductions made under section 203 of such Act, as amended by subsectia 
(a) of this Act. 

(d) (1) Section 215(g) of such Act is amended by striking out “section 203(a))’ 
and inserting in lieu thereof “section 203(a) and deduction under i 
203(b))”. 

(2) The amendment made by paragraph (1) shall be applicable only with | 
respect to deductions made under section 203 of the Social Security Act, 
amended by subsection (a) of this Act. 


i 

Tirte II—AMENDMENTS TO INTERNAL REVENUE CODE OF 1954 
AMENDMENTS TO DEFINITION OF SELF-EMPLOYMENT INCOME 

| 


Sec. 201. (a) Section 1402(b)(1)(C) of the Internal Revenue Code of 1% 
(relating to definition of self-employment income) is amended by inserting “ant | 
before 1961” after “1958”, and by striking out “; or’ and inserting in lia) 
thereof “; and”. 
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_ (b) Section 1402(b) (1) of such Code is further amended by adding at the 
end thereof the following new paragraph: 
“(D) for any taxable year ending after 1960, (i) $6,000, minus (ii) 
the amount of the wages paid to such individual during the taxable 
ear; or’. 
_? AMENDMENTS TO DEFINITION OF WAGES 


geo. 202. Section 3121(a) (1) of such Code (relating to definition of wages) 
jg amended by striking out “$4,800” each place it appears and inserting in lieu 
thereof “6,000”. 


MISCELLANEOUS TECHNICAL AMENDMENTS 


Sec. 203. (a) The second sentence of section 3122 of such Code (relating to 
federal service) is amended by striking out $4,800” and inserting in lieu 
(b) Section 6414(c) (1) of such Code (relating to special refunds of employ- 
ment taxes) is amended— 
(1) by inserting “and prior to the calendar year 1961” after “the calendar 
ear 1958”; 
, (2) by inserting after “exceed $4,800,” the following: “or (C) during any 
calendar year after the calendar year 1960, the wages received by him 
during such year exceed $6,000,”; and 
(3) by inserting before the period at the end thereof the following: “and 
before 1961, or which exceeds the tax with respect to the first $6,000 of 
such wages received in such calendar year after 1960”. 

(ce) Section 6413(c)(2)(A) of such Code (relating to refunds of employment 
taxes in the case of Federal employees) is amended by striking out “or $4,800 
for any calendar year after 1958” and inserting in lieu thereof “$4,800 for the 
calendar year 1959 or 1960, or $6,000 for any calendar year after 1960”. 


EFFECTIVE DATES 


Sec. 204. The amendments made by section 201 shall apply only with respect 
to taxable years beginning after 1960. The amendments made by sections 202 
and 203 shall apply only with respect to remuneration paid after 1960. 


AweNDMENT oF SocraL Securtry Act aNp INTERNAL REVENUE CopE, RELATING TO 
MINIMUM INSURANCE BENEFITS 


Mr. SaLtonsTALL. Mr. President, I introduce, for appropriate reference, a bill 
which would amend title II of the Social Security Act and the Internal Revenue 
Code so as to increase the amount of earnings permitted without loss of benefits, 
to inerease the minimum insurance benefits payable, to increase the amount of 
such benefits payable to widows, and to increase the amount of earnings upon 
which such benefits are based. 

The House Ways and Means Committee has reported out a bill which will 
probably be passed by the other body today. This proposal includes some im- 
portant and desirable improvements in the social security program, somewhat 
overlooked because of the attention given the problem of medical aid for the 


But there are some needed improvements in the social security system omitted 
from the House bill which have been discussed and proposed before, and which 
are not so complicated or ambitious that they could not be considered for amend- 
ing legislation this year. My bill embodies four helpful changes in a compact, 
practical and responsible “package.” I file it now for the timely attention of 
the Senate, to be considered along with the proposal from the House of Repre- 
sentatives, 

I believe that our elderly citizens should be encouraged to be productive, 
contributing members of their community. This is perhaps the most important 
aspect of old age—the emptiness and feeling of unwantedness which comes to 
4 person who feels that his or her talent or effort is not needed by others. If 
our aged people are treated as helpless and worthless in terms of a community’s 
Vigor and productivity they can never live out their lives in warmth and happiness. 

Ihave frequently advocated a change in the retirement test under the old-age, 
survivors, and disability insurance program which would encourage our older 
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citizens who are so inclined to participate more actively in the occupation of 
their choice. The present retirement test acts to curtail severely such activi 
by drastically cutting benefits when the yearly earnings limit of only $1,200 is 
exceeded. My proposal would allow substantial continuing benefits up untij the 
level of $2,400 outside earnings a year, and would gradually rather than sud- 
denly scale down the benefits for persons exceeding $2,400 in their yearly earn. 
ings, This would provide the needed incentive for the full life. In itself it eon. 
stitutes a needed psychological boost for older people, who under the present law 
are pressed to close up shop and go home as soon as $1,200 is taken in, My 
measure would create an incentive among social security beneficiaries to work 
at all ranges of benefits and for all earnings levels up to $2,400. 

In addition, I believe that the lowest beneficiary amount per month should 
be upped from $33 to $40 and that aged widows’ benefits should be increased 
from 75 to 85 percent of the husband’s benefit amount. Many feel that thig 
category of beneficiary is treated the most inequitably under the present lay. 
Both changes would save money on public assistance. 

My bill would finance these improvements by increasing from $4,800 to $6,009 
the maximum on earnings taxable and creditable toward benefits. Thus, soci 
security tax rates are not increased, yet the suggested improvements are paid 
for in a sound and responsible manner. The whole package would help bring 
about a better balanced system with a financial base that more closely relates 
benefits to earnings, accommodating increased wages, which is the whole concept 
of the OASI program. 

I ask unanimous consent that a brief outline of my four-point measure may 
be included in the Record at this point in my remarks, followed by a factual 
analysis of each provision and a table of costs and savings. 

The Prestprinec Orricer (Mr. Randolph in the chair). The bill will be receiveg 
and appropriately referred ; and, without objection, the outline, factual analysis 
and table will be printed in the Record. 

The bill (S. 3725) to amend title II of the Social Security Act and the Internal 
Revenue Code so as to increase the minimum insurance benefits payable under 
such title, to increase the amount of earnings upon which such benefits are based, 
to increase the amount of such benefits payable to widows, widowers, and parents, 
to increase the amount of earnings permitted without loss of benefits, and for 
other purposes, introduced by Mr. Saltonstall, was received, read twice by its 
title, and referred to the Committee on Finance. 

The outline, factual analysis, and table, presented by Mr. Saltonstall, are as 
follows: 

“BRIEF OUTLINE 


“1. Change the retirement test on limitation of outside earnings so that for 
persons with yearly earnings over $1,200, $1 in benefits are withheld for every 
$2 of earnings over $1,200 up to $2,400. For annual earnings over $2,400, $1 in 
benefits would be withheld for each $1 in earnings in excess of $2,400. °* 

“2. Raise the benefit for persons receiving the smallest minimum monthly 
amounts from $33 to $40. 

“3. Increase aged widows’ benefit from 75 to 85 percent of the husband's benefit 
amount. 

“4. Increase from $4,800 to $6,000 the maximum on earnings taxable and 
creditable toward benefits. 

“FACTUAL ANALYSIS 


“y 


“A combination proposal: withhold $1 in benefits for each $2 of earnings in 
excess of $1,200 and up to $2,400, and withhold $1 in benefits for each $1 in eart 
ings in excess of $2,400: The chief disadvantages of the 1-for-2 proposal are the 
increases in cost and the fact that some benefits would be paid to people at rele 
tively high earnings levels. A way to reduce these disadvantages would be 
modify the proposal by a provision that earnings above $2,400 a year would rf 
duce benefits dollar for dollar. With this modification the man and wife getting 
the present maximum of $180 would get no benefits for the year at the point when 
the man’s earnings reached $3,960 and the cost would be 0.08 percent of payrél 
rather than 0.11 percent. The proposal would furnish an incentive to work at 
all ranges of benefits, and for all earnings levels up to $2,400 and would guarat 
tee against loss as a result of earning above that amount. And while it does not 
have the simplicity that is so attractive about the straight 1-for-2 proposal, tt 
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ion of severtheless, like the straight 1-for-2 proposal, would remove the incentive for 
tivity the beneficiary to seek out jobs paying less than $1,200 and to restrict his work 
200 ig activity 80 as not to go above that amount. 
til the “Increase to $40 the minimum monthly amount payable to an old-age insurance 
n sud peneficiary, a disability insurance beneficiary, and a sole survivor beneficiary. 
cm. “an estimated 1.8 million beneficiaries would benefit from this increase in the 
it one, ninimum, effective January 1, 1961: 1.2 million old-age insurance beneficiaries. 
. 990,000 wives, 250,000 widows and parents, and over 100,000 mothers and chil- 


A very high proportion of those who receive assistance supplementation 


gin: | would be affected by this proposal. In some of these cases there would be some 
gving in public assistance funds; in others, funds would be made available to 

should vide a more adequate total income for the family or otherwise meet needs 
that are not now met. 


“Generally it is undesirable to reduce the spread of benefits in a wage related 


t law. system ; however, the relatively small increase to $40 does not reduce the spread 
| significantly. Moreover, if the increase in the minimum benefit were combined 

$6,0 | with an increase in the earnings base, so that the maximum as well as the mini- 

social pum primary insurance amount were raised, the spread of benefits would not 

» paid | be reduced. 

- bring “The cost is estimated at 0.04 percent of payroll. 


“TIT 





dard 


“Increase the aged widow’s benefit from 75 percent to 85 percent of the pri- 
mary insurance amount of the insured worker. (The proposal would apply 
also to the aged widower’s benefit and to the single parent’s benefit.) 

“(Under present law a widow gets a benefit amounting to three-fourths of the 
primary insurance amount—that is. the amount her husband would have been 
paid if he had lived and qualified for benefits. There is no reason to suppose 
tht an aged widow needs less to live on than her husband would have needed 


ternal | if she had died and he had lived. All beneficiary studies have shown that aged 
under widows are generally the neediest group among the beneficiaries. 

based, “An increase in the widow’s insurance benefit to 100 percent of the primary 
rents | insurance amount could be justified. An increase of that magnitude would, 
ad for however, be quite costly. An adjustment to 85 percent would be considerably 
by its less costly and would seem a reasonable step to be taken at this time. 


“If the widow's insurance benefit were increased to 85 percent of the pri- 
mary insurance amount it could be expected that the need for supplementary 
dld-age assistance payments to a substantial proportion of the widows who now 
get old-age assistance to supplement insurance benefits would be reduced. 

“The cost of the proposal is estimated to be 0.23 percent of payroll. 
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“Increase from $4,800 to $6,000 the maximum on earnings taxable and credit- 
able under the old-age, survivors, and disability insurance program. 

“In the opinion of the Department (and this opinion is shared, at least in its 
general application, by the Advisory Council on Social Security Financing and 
by other study groups and experts who have considered the question) it is essen- 
tial that the maximum on earnings taxable and creditable under the program 
be raised as earnings go up. 

“One of the essential characteristics of the old-age and survivors insurance 
program is that benefits are related to earnings. If the maximum on creditable 
earnings is not increased as wages rise, fewer and fewer workers will have their 


onthly 
benefit 
e and 


ngs in benefits in fact related to their earnings. Originally all of the wages of all but 
ear | the very most highly paid workers were covered by the program so that the very 


great majority of the Nation’s workers had their full earnings capacity insured. 


t rela-} At present the program covers all of the earnings of only the lower paid half of 
be to the regularly employed men in the country. In the opinion of the Department, 
ld re the principle of covering all the wages of the large majority of covered workers 
-etting isa sound one. While it is not at all necessary to restore the original situ- 


ation, under which all but 6 percent of regularly employed men had full cover- 
age of their earnings, it does seem desirable that three-fourths or so of regularly 
employed male workers should have all their earnings taxed and credited to- 
ward their benefits. An increase to $6,000 would accomplish this objective. 
“Another important consideration about the earnings base is that failure to 
increase it as earnings go up means that a smaller and smaller proportion of 
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payroll is available to serve as the financial base of the program. At presen 
it is estimated that about 22 percent of total earnings in covered work is not 
taxable to finance the program. With an earnings base of $6,000 the percentage 
of earnings in covered work that would be nontaxable would be reduced tp 
about 14 percent. 

“If the earnings base were increased it would, of course, be necessary to 
increase the maximum benefit payable in order that creditable wages above the 
present wage base will result in higher benefits. This increase in benefit 
amount, however, would be quite gradual. 

“In addition to being desirable in itself, the recommended increase ip the 
earnings base would make it possible to adopt the other recommended cha 
(which would result in paying additional benefits) without increasing the tax 
rate that is required to finance the program. Because all of a worker’s earn. 
ings (up to the earnings base) are subject to the same tax rate, but a higher 
percentage of his earnings is paid in benefits at lower earnings levels than at 
higher earnings levels, raising the earnings base increases the income to the 
system more than it increases the benefits payable. An increase in the earnings 
base to $6,000 would reduce the level-premium cost of the program by 0.4 per- 
cent of taxable payroll (0.38 percent for old-age and survivors insurance, ang 
0.02 percent for disability insurance.) 

“In summary, the recommended increase in the wage base to $6,000 would 
provide a sounder financial base for the program, would reinforce the relation. 
ship of benefits to wages, and would improve the protection afforded by the 
program for a great many people at moderate wage levels who will be retiring 
in the future; and it also would make possible, without an increase in the cop. 
tribution rate, the other improvements that are recommended. 


“(Attachment No. 2] 


“Table of costs and savings 
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Ist year pub-| OAST cost? 











“Proposal | lie assistance | (percent of 
savings ! Payroll) 
eeneapeenenp nine enema —— ee 
Millions 
Increase minimum benefit to $40..... ~eneseus bona hpuemmonminn anaaneaii cased $25 Ou 
Increase aged widows benefit from 75 percent to 85 percent of husband’s bene- 
Retirement test proposal. -_..................--.- a ca ahaa None 8 
Increase from $4,800 to $6,000 the maximum on earnings taxable and creditable 
CO IL hn ch Eds es Sh Se dessa tledtbdebeiecbalileoece None 1% 
MMs. ubde diceabeiehetshositdémubhwhswuddshtenwsechsous sueeeaal ‘34 1.4 


| 


“1 The savings have been calculated only for the Ist year. It is very important to keep in mind that thee 
will be much greater savings effects from the proposals in later years. It also should be noted that the ger 
eral fund would save substantially over the years through a reduction in the cost of veterans’ pensions. 

“*2 The costs shown in this column for each of the individual proposals have been computed in such a way 
as to eliminate overlapping cost effects. For example, increasing the aged widow's benefit to 85 percent of 
her husband’s benefit amount would cost less if the minimum benefit had already been increased to # 
than if it had not, since in the former case many widows would get 85 percent of the husband’s benefit be 
cause of the $40 minimum, and would not get an increase when the widow’s benefit went to 85 percent 
This sort of offsetting or overlapping effect of the proposals has been taken into account and the costs com 
puted in such a way as to make it possible to add them and get the true cost of the total package. Accor 
ingly, it is not possible simply to pull out of the package any given proposal and say that by itself the pre 
posal] would increase the level-premium cost of the program by the amount shown, or that the level-premium 
cost of the package without the proposal would be decreased by the arnount shown. 

“3 It will be noted that this figure is the savings in cost from the increase in the tax and benefit base, 

“4 This figure is the total saving to Federal, State, and local governments. (The Federal share would 
about $20,000,000. ‘This is calculated as approximately 60 percent of the total saving shown, since 60 percent 
is the approximate Federal share of all public assistance costs.) 


“ADDENDUM 


“It is worth noting, by way of overall fiscal perspective, that the OAS 
system is now underfinanced, actuarially speaking, by 0.20 percent of payroll 
If the package described herein were adopted, it would result in reducing this 
imbalance to 0.17 percent of payroll.” 
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{IATEMENT OF RatLway Lasor EXecurives’ AssocraTIon InN Support or HEALTH 
fexerits Proposal TO AMEND H.R. 12580 To INCLUDE MepicaL INSURANCE 
penerits IN TirLe II oF THE SociaL Security Act 


vy name is G. E. Leighty and I submit this statement as chairman of Railway 
tabor Executives’ Association. I am also president of the Order of Railroad 
qeegraphers, one of the organizations affiliated with Railway Labor Executives’ 
association. 

Railway Labor Executives’ Association is an association composed of the 
thief executives of all the standard railway labor organizations. Together 
dese organizations represent virtually ail the railway employees in the country. 
the organizations affiliated with Railway Labor Executives’ Association are the 
following : 
jmerican Railway Supervisors’ Association. 

n Train Dispatchers’ Association, 
Brotherhood of Locomotive Engineers. 
protherhood of Locomotive Firemen & Enginemen, 
Brotherhood of Maintenance of Way Employees. 
Brotherhood of Railroad Signalmen. 
Brotherhood of Railroad Trainmen. 
Brotherhood Railway Carmen of America. 
Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 

Station Employees. 

Brotherhood of Sleeping Car Porters. 

Hotel & Restaurant Employees and Bartenders International Union. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 

Forgers & Helpers. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen & Oilers. 

Jpternational Organization Masters, Mates and Pilots of America. 
National Marine Engineers’ Beneficial Association. 

Onder of Railway Conductors & Brakemen. 

Railroad Yardmasters of America. 

Railway Employees’ Department, AFL-CIO. 

Sheet Metal Workers’ International Association. 

§witchmen’s Union of North America. 

The Order of Railroad Telegraphers. 


As the committee well knows, railroad employees are covered with respect to 
thir age and disability retirement and survivor benefits under the Railroad 
Retirement Act and are not covered by the old age, survivors, and disability 
insurance system set up under the Social Security Act. Consequently, railroad 
employees are not directly affected by the health benefits proposal to amend 
reo to include medical insurance benefits in title LI of the Social Security 

Under these circumstances the question may well be asked as to what interest 
nilroad employees have in the proposal and this question should be answered 
attheoutset. Our interest stems from a variety of sources: 

1. Although we are primarily concerned with conditions directly affecting 
the employees we represent, as participants in the American labor movement 
We have an interest in the welfare of all Amreican workers. Standards of living 

of well being do not isolate themselves by industries, and such standards 
accepted or established for a substantial segment of the working popula- 
tion tend to become measures of the standards to be applied in other segments. 

2. All but two of the organizations affiliated with Railway Labor Executives’ 
Association are also affiliated with the AFL-CIO. The AFL-CIO is viogorously 
supporting the health benefits proposal and we feel that the committee should 
know that our association joins in that support. 

% Many of the organizations affiliated with Railway Labor Executives’ As- 
welation represent to varying degrees employees in other industries who are 
covered by the OASDI system and who are directly affected by the proposal. 
Ia some of our organizations this is true of the great preponderance of the 
hembership. 

4. The organizations affiliated with Railway Labor Executives’ Association 
and who represent nonoperating employees (nearly three-fourths of all railroad 
employees) have for some years been wrestling with the problem of making 
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hospital, surgical, and medical insurance available to retired employees, y, 
believe that our experience in this respect will be helpful to the committee jp 
evaluating the various possible approaches to the problem. 

5. As the ensuing discussion will show, the experience referred to jp the 
preceding paragraph shows that we have not yet succeeded in finding an adequate 
solution to our problem. Consequently we had concluded that if the Foran 
bill, H.R. 4700, were given favorable consideration in the House we would seek 
to have the bill amended to include amendments to the Railroad Retiremey, 
Act so as to extend corresponding insurance benefits to beneficiaries under that 
act. Likewise, although we understand that we cannot ask this committee j 
consider amendments to the Railroad Retirement Act, it is our hope that jf 
favorable consideration is given to the inclusion of medical insurance benefits jy 
title II of the Social Security Act, as we urge, the same bill may be amendeg 
by the Senate to extend corresponding insurance benefits to Railroad Retire 
ment Act beneficiaries. 

We have examined the testimony presented to the House Ways and Meany 
Committee on behalf of the AFL—CIO by Mr. Nelson H. Cruikshank and we fee! 
that that testimony thoroughly, conscientiously, and objectively explores th 
issues involved and points most convincingly to the proper resolution of tho 
issues. No purpose would be served in repeating or paraphrasing that discugsig, 
We concur in it and believe that it demonstrates beyond question that medical jp. 
surance benefits should be included in title II of the Social Security Act, 

In 1954 the organizations representing nonoperating railroad employes 
negotiated through collective bargaining a nationwide plan for providing ho 
pital, surgical, and medical protection for active employees. Under this plan 
on roads where hospital associations were in existence the existing arrange 
ments were adapted to provide the negotiated protection. With respect to th 
nonhospital association railroads a single national insurance policy was nego. 
tiated to provide specified benefits at specified premiums. Under this polig 
the Travelers Insurance Co. was the primary insurer and reinsured yaryin 
percentages of the risk with other qualifying companies desiring to participate 

Initially this plan was applicable only to the protection of employees on 4 
50—50 contributory basis and separate arrangements had to be made to make 
insurance for dependents available on a voluntary basis at the expense of th 
employee. Subsequently, however, renegotiations have provided for the em 
ployee and dependents benefits to be on a noncontributory basis and the & 
pendents benefits for hospital association roads and nonhospital associatio 
roads are now all included in the one insurance policy. 

The arrangements above summarized deal exclusively with active employes 
and their dependents. We have at least so far not been able, through collectir 
bargaining, to negotiate for the continuation of any decree of employee or é& 
pendent protection after the retirement of the employee. This presented a mot 
serious problem. Prior to the negotiation of the collective bargaining plan may 
railroad employees participated in individual or group insurance or benef 
plans with varying arrangements for continuation or conversion after retir 
ment. In many instances such protection ceased to be available after the pla 
covering active employees went into effect. Even if the protection continued 
to be available an employee who wanted to protect his continuation or conversi 
privileges upon retirement would generally find it necessary to continue t 
earry the protection as an active employee, thus incurring the expense of @ 
necessary duplicate coverage while in active service. 

To meet this situation as best we could, the organizations negotiated a Sep 
rate group policy providing benefits available on a voluntary individual premita 
payment basis for retired and furloughed employees and their dependents (at 
initially also for dependents of active employees prior to their coverage int 
collectively bargained plan). The opportunity was thus made available to @ 
employees covered by the collectively bargained plan while in active service t 
continue protection upon retirement, on a reduced benefit basis and at the 
own expense. Where hospital associations are in operation retired employe 
are generally permitted under varying arrangements to continue protection ft 
themselves, though their dependents are generally not covered. In instance 
where retired employees on hospital association roads do not have contint 
hospital association protection available they are eligible upon retirement to} 
covered by the Travelers policy for both employee and dependents benefits a 
all employees on such roads are eligible to be covered by dependents benefits. 


i 


f-262S8 225 Seseezsesce2z2 C6288 SF FE 



























sCUssion, 
dical jp. 







Lployess 
ing hos 
is plan, 
arrange 
t to the 
AS nego 
S policy 
Varying 
ticipate 
eS On a 
tO make 
P of the 
the em 
the de 
ociation 




















aployees 
ollective 
e or de 
| a most 








































SOCIAL SECURITY AMENDMENTS OF 1960 377 


jn working out and administering this plan we have had excellent cooperation 

from the insurer; administration costs and retentions have been kept to a mini- 
gum, thus making the greatest possible proportion of premiums available for 
jenefit payments ; and every effort has been made to strike a reasonable balance 
petween benefits and costs so as to provide as nearly adequate benefits as could 
je obtained at premium rates that retired employees might be expected to be 
able to afford. The plan is, so far as I know, the largest group plan for retired 
employees in the country. With all of these favorable circumstances, this plan 
may well be regarded as representing the best arrangements now attainable for 
retired employees w ho are severed for insurance purposes upon retirement from 
the group comprising act ive employees. 

Nevertheless, our experience indicates that the best attainable under these 
dreumstances is not enough. There is much to be said for the proposition that 
retired employees should continue for insurance purposes to be a part of the 

up in which they participated during active service and that employers should 
ontinue to carry responsibility for the protection of the entire group. Perhaps 
guch a solution if sufficiently generally adopted and if group insurance based on 
employment becomes sufficiently universal might be considered preferable to the 
gsumption of responsibility by the Government. But our experience indicates 
that such a solution is not foreseeable. 

It is clear from our experience that the adverse circumstances inherent in the 

of arrangement we now have make it impossible to achieve really satisfactory 
results by this approach. The administrative costs involved in handling indi- 
vidual applications, checking eligibility for participation and receiving and prop- 
ely crediting monthly premium payments necessarily absorbs a disproportionate 
share of the premium. Individual choice as to participation results in coverage 
of a disproportionately small segment of the group eligible to participate and 
must involve a considerable degree of adverse selection. 

The present premium rates under our policy for retired employees are $4.48 
per month for employee benefits only, $4.60 per month for dependents only, and 
$9.08 per month for employee and dependents benefits. The benefits include 
hospital room and board charges up to $8 per day but not to exceed $480 for each 
period of disability. Hospital extras are covered to a maximum of $80 for each 
period of disability and an ambulance charge up to $25 is allowed. Surgical 
expenses are covered under a schedule with $150 maximum. We believe that it 
is readily apparent from an examination of these premium rates and benefit 
limitations that some better method of providing hospital, surgical, and medical 
benefits for retired employees must be found. 

It was estimated in 1959 that during the approximately 4% years that our 
plans had been in effect probably about 130,000 nonoperating employees had 
retired and that about 119,000 of these were still living. About 40 percent of 
our employment is on hospital association roads and employees retiring from 
service on those roads would, as above indicated, generally continue hospital 
association protection with respect to employee benefits and would be eligible 
to participate in the Travelers plan only for dependents’ benefit insurance. It 
may thus be calculated 60 percent of the 119,000 surviving retired employees 
or 70,400 have been eligible for insurance for employee benefits. As of June last 
year 17,753 were actually participating for employee benefits ; 15,520 had depend- 
ents benefit insurance but this latter figure would include employees from hospital 
association roads eligible for dependents benefit insurance only and must there- 
fore be related to the 119,000 figure rather than to the 70,400. 

It cannot be assumed, of course, that the difference between the 70,400 who 
have been eligible and the 17,753 participating for employee benefits are with- 
out any hospital, surgical, or medical insurance. Some, we have no way of 
knowing how many, undoubtedly carry other forms of protection by reason of 
continuation or conversion of other insurance carried while in active service or 
Policies that have been taken out upon or during retirement or various other 
possible types of protection. The figures do indicate, however, that the degree 
of participation in relation to the size of the total group is too low to achieve 
results that can be regarded as a real solution to the problem. Perhaps there 
isa very high degree of adverse selection. Perhaps the nonparticipating eligibles 
do not feel that their income is sufficient to afford any insurance payments and 
that they must, therefore, run the risk of incurring uninsured expenses and hope 
that this does not happen. Or perhaps they consider the benefits available rela- 
tive to the premium rates inadequate to give them their money’s worth. What- 
ever the reason, it is apparent that intensive efforts under favorable circum- 














378 SOCIAL SECURITY AMENDMENTS OF 1960 


stances have not succeeded in developing adequate hospital, surgical, and Medica} 
insurance for retired employees by this method. 

We bring this experience to your attention with the sincere hope th 
thoughtful consideration will be given to what it portends not only with 
to railroad employees but also with respect to employees covered by the Social 
Security Act. We think it compels the conclusion that there is a genuine ane 
to include medical insurance benefits in our social insurance structure. 


at most 


THROUGH SOCIAL INSURANCE, 
Washington, D.C., June 30, 1 
Hon, Harry FLoop Byrp, — 
Senate Office Building, Washington, D.C. 


Deak Senator Byrp: Enclosed is a copy of the letter to the Vice President 
and Senate majority and minority leaders from a distinguished group of per. 
sons long identified with our social insurance system. This letter urges that 
H.R. 12580, the social security bill, be amended to provide contributory social] 
insurance which would pay the cost of hospital and related services for our 
older citizens. 

It is our earnest hope that you will support such an amendment. 

Sincerely yours, 
Fepere F. Favurt. 
CHARLES I. SCHOTTLAND, 


MEETING THE HEALTH CARE NEEDS OF OLDER PEOPLE 
THROUGH SOctaAL INSURANCE, 
Washington, D.C., June 30, 1960. 
Hon. Ricuarp M. Nrxon, 
Vice President of the United States, 
The Capitol, | 
Washington, D.C. | 
Hon. LyNnpbon B. JOHNSON, 
Majority Leader, 
Senate of the United States, i 
Washington, D.C. 
Hon. Everett McK. DIRKSEN, 
Majority Leader, 
Senate of the United States, 
Washington, D.C. 

The undersigned who have long been identified with the American system of | 
social security, having served the Government in administrative or advisory ca | 
pacities, urge the incorporation in social security legislation now before the Ser | 
ate of a program of contributory social insurance through which our citizens can 
pay for the cost of the hospital and related services they may need in old age | 
An extension of Federal old-age, survivors, and disability insurance to include | 
hospital coverage would provide a systematic way of financing serious illness | 
and prevent the exhaustion of the savings of aged persons and the consequent, 
often devastating, demands upon the resources of their children. 

There is every indication of the willingness of Americans to share the cost 
of basic health protection for their elderly parents and later for themselves by 
paying for such a program through their working years. If such health pre 
tection were available for older persons, private organizations would be enabled | 
to offer more economical protection to the younger people in our population. | 
We sincerely hope that the social security bill now pending before the Senate | 
will be amended to provide for hospital and related services to older peopl | 
through the social insurance system. | 

Sincerely yours, 
(List of signators attached.) 


LIST OF SIGNATORS 


Mr. Arthur Altmeyer, Madison, Wis., former Chairman of Social Security Boari 
and Commissioner for Social Security. 

Mr. Joseph P. Anderson, executive director, National Association of Social Work 
ers, member, Advisory Council, 1961 White House Conference on Aging. 


MEETING THE HEALTH CARE NEEDS OF OLDER PEOPLE 
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Dr. Eveline M. Burns, professor of social work, New York School of Social Work, 
(olumbia University, former consultant to Committee on Economic Security 
and Social Security Board, and member of advisory committee to Secretary 
of Health, Education, and Welfare (1954). 

yr, Wilbur J. Cohen, professor, public welfare administration, School of Social 
Work, University of Michigan, member of the staff of the President’s Commit- 
teeon Economic Security (1934-35). 

yr, Nelson Cruikshank, AFL-CIO, Washington, D.C., member, Advisory Council 
on Social Security (1948-49) and Advisory Council on Social Security Financ- 
ing (1958-59) . 

yiss Loula Dunn, Chicago, Ill., member, 1959 Advisory Council on Public As- 
sistance. 

ur Fedele F. Fauri, dean, School of Social Work, University of Michigan, 
former consultant on social security to House Ways and Means and Senate 
Finance Committees. 

Miss Helen Hall, National Federation of Settlements, member, Advisory Council 
of the President's Committee on Economic Security (1934-35). 

Mr. Seymour Harris, Littauer professor of political economy, Harvard Univer- 
sity, consultant to President’s Council on Economic Advisers. 

Miss Jane M. Hoey, New York City, Director, Bureau of Public Assistance, Social 
Security Administration (1936-54). 

Mr. Raymond W. Houston, commissioner, New York State Department of Social 
Welfare, member, 1959 Advisory Council on Public Assistance. 

Mr. John Kidneigh, director, Graduate School of Social Work, University of 
Minnesota, chairman, 1959 Advisory Council on Child Welfare Services. 

Mr. Murray Latimer, Washington, D.C., former Chairman, Railroad Retirement 
Board. 

Mr. Richard A. Lester, professor of economics, Princeton University, member, 
Advisory Committee to Federal Bureau of Employment Security. 

Mr. Norman V. Lourie, deputy secretary, Pennsylvania Department of Public 
Welfare, member of ad hoc advisory committee to Department of Health, Edu- 
cation, and Welfare. 

Mr. Charles I. Schottland, dean, Florence Heller Graduate School of Social Wel- 
fare, Brandeis University, former Commissioner of Social Security (1954-58). 

Mr, Karl de Schweinitz, Washington, D.C., former consultant to Social Security 
Board, and professor emeritus, University of California. 

Mr. Herman M. Somers, chairman, Political Science Department, Haverford 
College, former consultant to Social Security Administration. 

Mr. John W. Tramburg, commissioner, New Jersey State Department of Institu- 
tions and Agencies, former Commissioner of Social Security (1953). 

Mr. George K. Wyman, executive director, Welfare Council of Metropolitan Los 
Angeles, former Deputy Commissioner of Social Security (1959). 

Mr. J. Douglas Brown, dean of faculty, Princeton University, Chairman of 
Advisory Council on Social Security (1987-38) and member of Advisory 
Council (1948-49). 

Mr. John J. Corson, McKinsey & Co., Washington, D.C., former Director, Bureau 
of Old-Age and Survivors Insurance, 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D.C., June 29, 1960. 
Hon, Harry F’. Byrp, 
Chairman, Senate Finance Committee, 
US. Senate. 


Deak Mr. CHAIRMAN: I am writing on behalf of the city of El Centro in the 
hopes that your esteemed committee may be able to assist that community to 
solve a problem which has been called to my attention. 

My colleagues on the House Ways and Means Committee have suggested that 
I contact you directly because the House has already enacted H.R. 12580, the 
Social Security Amendments of 1960. 

In 1957 the city of El Centro acted in good faith in response to the desires of 
the employees of the municipally owned hospital to be covered by Federal 
social security. Action was taken upon the advice of the State employees’ re- 
tirment system to divorce hospital employees from that system. An account 
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was established with the Internal Revenue Service and the city and employees 
have made payments which have been deposited to the proper socia] security 
accounts since that time. 

Recently, the city was advised by the State employees’ retirement system that 
due to a technicality, the account was not properly established. The hospital 
employees thus have been ruled to be without either State or Federal] retire. 
ment coverage since 1957. 

I am enclosing a report from the Social Security Administration on the case 
which has just been furnished to me for your committee's consideration. Algo 
enclosed is the draft of a proposed amendment to H.R. 12580 which has beep 
prepared by Mr. Robert Hoyer of the Baltimore office of the Social Security 
Administration. 

Any relief which your committee could provide to correct this unfortunate 
situation would win the unending gratitude of the officials of the city of 
El Centro and the employees of the municipal hospital, all of whom have indi- 
cated that they wish to have the Federal coverage which they had erroneously 
been led to believe that they enjoyed. 

Also enclosed is a complete compilation of correspondence and exhibits which 
have been prepared for your consideration by Mr. T. Ernest Johnson, adminis. 
trator of the El Centro Municipal Hospital. 

Mr. Johnson has indicated his williigness to come to Washington immediately 
if he can be of assistance to the committee in any way. 

Please call on me if I can be of any assistance in any way. 

Sincerely yours, 
D. S. Saunp, 
Member of Congress. 


PROPOSED AMENDMENT TO H.R. 12580, PREPARED BY Mr. Rosert Hoyer, BALTIMORE 
OFFICE, SOCIAL SECURITY ADMINISTRATION 


Notwithstanding any provision of section 218 of the Social Security Act, the 
agreement with the State of California heretofore entered into pursuant to such 
section 218 may, at any time prior to 1962, be modified pursuant to subsection 
(ec) (4) of such section 218 so as to apply to services performed on and after 
July 1, 1957, for the El Centro Municipal Hospital by employees and former 
employees of the city of El Centro in positions which were covered by the Cali- 
fornia State employees’ retirement system on June 30, 1957, and which are not 
covered by such system on the date of the enactment of this subsection. The 
preceding sentence shall not apply to services performed by any individual who 
on December 31, 1959, was an employee of such city and was on such date either 
a member of such retirement system or eligible to become a member thereof. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
SocrIAL SECURITY ADMINISTRATION, 
Washington, D.C., June 29, 1960. 
Hon. D. 8S. Saunp, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Saunp: This refers to your letter of May 27 concerning old-age and 
survivors insurance coverage for certain employees of the city of El Centro, 
i.e., some employees working at the El Centro Community hospital. 

The information which we have indicates that the employees for whom cover- 
age is desired were in positions under the State employees’ retirement system 
from October 1, 1953, to July 1, 1957. Effective July 1, 1957, the positions were 
removed from coverage under the State system. Those employees who were 
members of the system prior to July 1, 1957, or who were employed prior to 
July 1, 1957, and who thereafter became members of the system upon com- 
pletion of 6 months’ service, were permitted to retain their membership in the 
retirement system. 

In 1959 the city took action to provide coverage for employees of the city, 
including hospital employees, who were then members of the State employees’ 
retirement system and who chose to be covered. This coverage was accom- 
plished under a special provision in the Federal law which permits certain 
States to cover members of retirement systems on a “desire for coverage” basis. 
Such coverage is limited to the members who have chosen coverage and to all 
new members of the system. The employees of the hospital for whom coverage 
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is nOW desired were not members and, therefore, they were not covered by this 


ction. 4 i eit ‘ 
. Under the Federal law, the fact that they were in positions under the retire- 


ment system on September 1, 1954, precludes their obtaining coverage under the 
ovisions Which authorize the coverage of positions which are not under a 
retirement system. Prior to the 1954 amendments, the law specifically pre- 
duded the coverage of positions under a retirement system. W hen such cover- 
age Was made possible by the 1954 amendments, it was conditioned upon certain 

uirements. Hiaving thus opened the door to the coverage of positions under 
q retirement system, the Congress stipulated that (with minor exceptions not 
applicable here) the required conditions must be met with respect to all posi- 
tions which were under a retirement system as of the enactment date of the 
194 amendments, i.e., September 1, 1954. nd 

Initially the Federal law conditioned the coverage of positions under a re- 
tirement system upon a favorable referendum among the eligible members of 
the system. The coverage based on such a referendum included the coverage 
of all positions which are or had been under the retirement system including 
the positions of those who were not members and also those who may have 
yoted against coverage. 

In the 1956 amendments, an alternative procedure for the coverage of retire- 
ment system people was made available to certain States. Under this pro- 
vision (California was given this option in the 1957 amendments), coverage 
ean be provided only for those members of a retirement system who desire 
coverage. It was under this procedure that coverage was provided for those 
employees of the city of El Centro who were members of the State employees’ 
retirement system. 

One of the results of the use of this special procedure is that it establishes 
two deemed “retirement systems” for coverage purposes. One system is com- 
posed of the members who have chosen coverage. The other system is com- 
posed of the members who did not choose coverage as well as all other posi- 
tions under the system including the positions of those who are not eligible 
for membership. It is possible under Federal law to provide coverage for this 
group which would include the El Centro Hospital employees. Such coverage 
is possible, however, only if a referendum is held and a majority of the eligible 
employees vote in favor of coverage. Coverage on the basis of the members’ 
desires is not available under these circumstances. We recognize that as a 
practical matter it would be unlikely that there could be a favorable referen- 
dum in respect to a group which consists (as to those eligible to vote) only 
of those who have not voted in favor of coverage. 

You are, of course, aware of the fact that there is a proposed legislative 
change in H.R. 12580 under which a retirement system covering the positions 
of employees of a city-owned hospital which also covers positions of other city em- 
ployees could be deemed to constitute a separate retirement system for hospital 
employees only for coverage purposes. It does not appear that this provision 
would furnish a basis for providing coverage for the employees involved for 
the reason that the employees of the El Centro Community Hospital for whom 
coverage under the State agreement is sought, are not presently members of 
any retirement system. We believe that this would preclude the use of this 
proposed legislative change in respect to employees working at the El Centro 
Community Hospital. 

If we can be of any further assistance in this matter, please let us know. 

Sincerely yours, 
W. L. Mrrcne cyt, Commissioner. 





STATEMENT OF THE INTERNATIONAL ASSOCIATION OF HEALTH UNDERWRITERS, 
BY Bruce Grrrorp, MANAGING Director, IAHU 


We wish to limit our comment to the matter contained in title VI of H.R. 
12580. This would add to the Social Security Act a new “title XVI—medical 
services of the aged.” 

Our organization, the International Association of Health Underwriters, is 
an association which represents persons active in the merchandising of health 
insurance. 

We cannot stress often or pointedly enough the importance of the matter 
contained in the above-mentioned legislation. It is indeed a broad subject. 
Ramifications extend into a number of areas of our social and economic life. 
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In consideration of the scope of this matter and because of the number of al. 
ternative proposals, we feel there is need for all facts to be assembled befor 
conclusions are drawn. 

On the above-mentioned title VI there were no hearings conducted by 
House of Representatives. Only limited hearings have been conducted bY the 
Senate. Title VI is a departure from the traditional concepts of social Security 
in that it would provide to the eventual recipient service benefits. The Philogo. 
phy of social security is based on cash benefits. 

Further, because of the divergent nature of the several programs recom. 
mended to provide health care for the aging; because of the lack of stg 
on persons over 65 who are medically indigent, and because of the fortheo 
White House Conference on the Problems of the Aging in early January 1%} 
we urge avoidance of hasty action. We believe that further study of the entire 
subject is fully warranted. 

From statistics available, it would appear that about 2% million perso 
over 65 are now indigent and receiving assistance. In addition it ig ro 
estimated there are approximately 1 million medically indigent which title Vy 
would take care of on a needs basis. Subtracting these numbers from the esti. 
mated 15% million persons over 65 in this country there remain approxima 
12 million. Latest indications point to the fact that voluntary insurance will 
have by the end of 1960 more than 8 million of this total covered. Voluntary 
insurance with programs now operative and those being designed can and will 
solve this problem. Group insurance is being employed in three significant ways 
to provide benefits for older persons and their dependents: 1. Continuation gf 
insurance acquired during active employment in period of retirement, 2. Con 
tinuation of insurance coverage to those who remain in active employment past 
normal retirement age. 8. Conversion of group coverage to individual inggr. 
ance at retirement. 

Additionally, a significant number of persons have been covered and thoy 
sands more will be protected through mass enrollment techniques being ep 
ployed by a number of companies. Two companies alone now have more tha 
2 million persons over 65 protected by health insurance fulfilling the particular 
needs of the individual. Furthermore, employers and insurance companies ar 
working together on programs of funding welfare and benefit programs during 
the active life of employees, so there will be money available to pay for health 
care needs after retirement. 


We question the wisdom of enacting permanent legislation to solve a tem 


porary problem. G. Warfield Hobbs, vice president of the First National Git | 


Bank of New York and chairman of the National Committee on Aging wars 
that if sentiment of politics carries us overboard on a permanent basis to solve 
the temporary financial problems of a segment of the aged population, “we may 
find in the future that we are providing perhaps more than necessary fora 
very large and self-supporting aged group at the expense of other age groups” 

As proof that the new generation of older citizens is attaining better financial 
independence, Hobbs cites current old-age assistance figures. 

“In 1950 the number of over age 65 receiving public assistance reached a high 
of 2,789,000,” he said. “By December 1959 there was a decrease to 2,804,00 


despite the fact that there were 3 million more in the aged group. The reduc | 
tion continues at a rate of about 3,000 a month in spite of a net gain in th | 


number of aged of about 30,000 a month.” 

Dr. Willard C. Rappleye in his report as president of the Josiah Macy, Jr, 
Foundation said, “planning for the long-term future under conditions whied 
exist then should be given more consideration rather than creating permanent 
legislation for a temporary phase of our economy.” 

Representing the interest of many small businessmen who are insurance 
agents and producers comprising an army of salesmen who have helped to bring 
health insurance coverage to more than 130 million Americans, we are U 
alterably dedicated to the goal of providing health care insurance in adequalt 
amounts at reasonable prices to the overaged American public. As businessme 
working toward the continued development of our great economy, we willingly 
pay taxes for the operation of the services and facilities of Government whit 
all acknowledge cannot be provided in a private and voluntary way, but wher 
there is an alternative, we are irrevocably committed to the course of individull 
and personal responsibility over and against the intrusion of Government. 
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n we urge extensive study of this problem. This is too serious a subject 
for hasty action. The 1961 White House Conference on the Problems of the 
Aging will bring to light much information on the subject hitherto unre- 


vealed. 


QrATEMENT OF Isvin P. ScHLoss, LEGISLATIVE ANALYST, AMERICAN FOUNDATION 
FOR THE BLIND 


[appreciate this opportunity to state the views of the American Foundation 
for the Blind, the national voluntary research and consultant agency in work 
for the blind, on H.R. 12580, the Social Security Amendments of 1960. 

The American Foundation for the Blind believes that H.R. 12580, except for 
one serious shortcoming, generally advances the programs provided for under 
the Social Security Act. We are particularly pleased with the proposed change 
in the disability insurance provisions which would make it possible for an in- 
dividual with the requisite quarters of coverage to be eligible for monthly cash 
penefits at the age at which he becomes disabled. This is a logical and desirable 
extension of the program, and we respectfully urge this committee’s approval. 

Although there are certainly many desirable improvements in the various 

sions of the Social Security Act which are not included in H.R. 12580 and 
which should be considered by the committee—such as prohibition of residence 
requirements in the public assistance titles; addition of a general assistance 
category to the public assistance titles; alteration in the formula for Federal 
payments to the States to provide for equal treatment of Puerto Rico, Guam, and 
the Virgin Islands; increased Federal payments to the States; extension of par- 
tial exemption of earnings in some of the public assistance titles; and altera- 
tion of the definition of disability in sections 216 and 223 of title II for certain 

of severe disabilities—we would urge the committee to give priority con- 
sideration at this time to devising a sound and effective program of medical 
care for persons 65 years of age and over within the old-age, survivors, and 
disability insurance system. 

The provisions for medical care of the aged presently incorporated in title 
VI of H.R. 12580 are wholly inadequate from the standpoint of the need which 
must be met and unsound and impractical from a fiscal standpoint. The pro- 
gram now provided for in the bill would not begin to meet the real need for 
adequate medical care of the millions of persons living on social security retire- 
ment pensions. Many States are not able to take full advantage of existing 
Federal-State matching fund programs in public assistance and vocational re- 
habilitation, and it is completely unrealistic to expect them to be able to provide 
even a minimal medical care program for their aged residents with the system 
of financing required in the bill. 

On the other hand, there are a number of bills pending before the committee 
which do provide for adequate, comprehensive medical services for persons 65 
and over and which also provide for sound financing through the OASDI 
mechanism. 

The concept of these OASDI bills is sound, practical, and in the best interest of 
the American people. By making it possible for persons to provide during their 
optimum years of employment through a contributory insurance plan for their 
medical care needs after retirement age, when their income is substantially 
curtailed, such legislation would enable our senior citizens to receive adequate 
medical care for which they themselves have paid. At present, many older per- 
sons must do without the medical care they need because they cannot afford it; 
or else they must seek it on a charity basis—a demoralizing prospect for an 
individual who has spent his productive years as a typical independent Amer- 
ican, contributing to the growth and development of our national economy. 

The typical retired worker finds himself in a difficult position today. Steadily 
increasing living costs force him to make every penny of his social security 
retirement pension stretch as far as possible. He and his wife begin to do 
without many small pleasures they enjoyed a few short years before the retire- 
ment he had so keenly looked forward to. He views with alarm the steadily 

sing payments for doctor bills and medicines as the chronic ailments which 
attend the aging process become more persistent and frequent. An acute health 
situation requiring surgery Or hospitalization for a period of 2 or 3 weeks arises 
and virtually wipes out his savings; and as a result, he and his wife live in 
dread of another similar occurrence because they do not have the financial 
resources required for today’s medical care. 
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I know that the situation I have just described is duplicated many times ov 
in our country today. With an adequate medical care insurance program Uuder 
the social security system, it need not happen. 

According to the Social Security Administration, more than half a Million 
old-age pension recipients are also receiving public assistance under title I of 
the Social Security Act, providing for grants to States for old-age assistance 
Similarly, approximately 25,000 recipients of retirement pensions and disability 
insurance payments have found it necessary to go on the public assistance rolls 
in the aid to the blind and in the aid to the permanently and totally disabled 
categories, titles X and XIV of the act. There can be no question that the high 
cost of medical care is a highly significant contributing factor. How much 
better it would be for the country economically and for the individnal psy- 
chologically if he received adequate medical care because he had insured him- 
self for it and no longer needed public assistance to make ends meet. 

Approximately 175,000 blind people—nearly half of our blind popula tion—are 
over 65. Many are blind from catarects and other conditions which frequently 
accompany aging. An adequate medical care program under the social Security 
system would make many operations for sight restoration possible operations 
which just are not being performed because the people concerned cannot afford 
them. 

The American Foundation for the Blind respectfully urges the Committee on 
Finance to replace title VI of H.R. 12580 with a comprehensive medical care 
plan for the aged which uses the social security mechanism for financing and 
administration. By so doing, the committee will assure our senior citizens of 


adequate medical care in a psychologically wholesome and economically sound 
manner. 


TESTIMONY OF THE PHYSICIANS Forum ON H.R. 12580, Svurmrrrep ry Dr. Array 
M. But Ler, PROFESSOR OF PEDIATRICS, HARVARD MEDICAL SCHOOL, AND CHAIRMAN, 
THE PHYSICIANS ForuM 


The Physicians Forum is a national organization of physicians in existence 
for more than 20 years. Our members, who number over 1,000 and are mainly 
private practitioners, also belong to their county medical societies or other 
recognized professional associations. 

The Physicians Forum appreciates this opportunity to present its views on 
the medical care section of H.R. 12580. As we have not had an opportunity to 
read H.R. 12580, our recommendations at this time will be limited to basic 
principles derived from our experience as physicians and our deliberations on 
the several proposals submitted earlier to the Congress. We will shortly forward 
to you a supplementary statement which will compare and evaluate H.R, 125% 
and the other current major proposals for medical care of the aged. 

The years of medical practice of our members and professional associates 
give us extensive personal knowledge of the great medical needs of the aged 
and the frequently insurmountable obstacles they encounter in attempting to 
get good medical care. More often than we wish to recall, we have seen ou 
patients, on reaching retirement, fail to receive necessary hospitalization, diag- 
nostic procedures, and other medical services, and forced to give up their per 
sonal physicians. 

From our experience we also know that currently available health insurance 
has not eliminated the financial obstacle to good medical care for the aged. 
Many do not have health insurance, particularly those needing it the most, 
while those covered still suffer considerable financial hardship because benefit 
payments are nsually so inadequate. 

Our elderly patients with Blue Cross policies are also the hardest hit by the 
eurrent wave of increases in Blue Cross rates; as a result, many find it difficult 
to pay the premiums and some have had to give up their policies. We are deeply 
worried about the unfortunate predicament these patients will face when they 
reauire hospitalization. 

It is clear to us that currently available health insurance must be bolstered br 
the Federal social security system to assure universal coverage of the aged 
regardless of their limited and usually shrinking economic resources. 

In the 25 years of the Federal social security system, we physicians have 
witnessed with gratitude the financial help it has provided to our patients. For 
many, this was sufficient to maintain their personal dignity without which mental 
and physical health rapidly deteriorates. For some, it made possible the com 
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tinuation of important doctor-patient relationships or the purchase of necessary 
medical services. To the best of our knowledge, the benefits of the Federal 
social security system have been provided with a minimum of redtape and 
without political interference. 

More recently, the Federal social security system has worked directly with 
the medical profession in administering the disability freeze and the disability 
nefits programs. Practicing physicians who have participated in this work 
nave found the same rational approach that has characterized the entire system. 
In particular, there has been no interference with professional judgments, no 
joss of professional integrity, no lowering of the quality of care. 

As physicians, we are distressed and ashamed that our principal professional 
organization should continue its anachronistic and unscientific opposition to the 
addition of medical care benefits to the Federal social security system. This is 
the only financially sound way to give everyone basic insurance against the costs 
of medical care in old age. We are deeply disturbed that some of our fellow 
physicians are so callous as to advocate instead extension of charity medicine 
tofurther large segments of the population. 

Charity medicine is not conducive to high quality medical care, is not com- 
patible with good doctor-patient relationships, and is often not adequate to the 
medical needs. Moreover, the prerequisite means test is distasteful to the Amer- 
jean people. We are confident that most physicians have a higher regard for 
their elderly patients and a sounder understanding of what is good for the 
health of the aged. 

The medical profession would legitimately benefit in an economic way from 
the addition of medical care benefits to the Federal social security system. 
Judging from the effects of voluntary health insurance, extension of coverage to 
a large new group of people with modest or low incomes, means full payment to 
physicians for many services previously provided on a charity or semicharity 
basis. 

It is important for physicians to realize that such a program would not 
significantly alter the present pattern of providing medical service. Rather, it is 
primarily a mechanism for improving the method of financing medical care for 
the aged. 

Thus, as practicing physicians we believe that the social security approach 
to medical care of the aged would be welcomed by the vast majority of the 
medical profession if they were adequately informed and if they were not 
intimidated by the American Medical Association. They would recognize, as we 
do, that the social security approach would give all our elderly patients the 
financial possibility for personal, continuous, and high quality medical care. 

During the present congressional debate on medical care for the aged, little 
attention has been given to the means available in legislation for protecting 
and promoting care of high quality. As physicians, we must emphasize that 
any legislation on this subject will affect quality of care. It would be a great 
disservice to the aged and to America’s health services to enact legislation 
which ostensibly ignores quality considerations and consequently, in practice, 
finances and extends services of poor quality. 

First of all, we strongly urge that the legislation call for effective Federal, 
State, and local advisory councils which would assure carefully considered and 
professionally guided advice on quality issues, including the formulation of 
sound standards for participating personnel and institutions. 

Second, we strongly urge that participation be limited to hospitals which are 
accredited by the Joint Commission on Accreditation of Hospitals (American 
Medical Association, American College of Physicians, American College of 
Surgeons, and American Hospital Association). Most hospitals have met the 
minimum standards of facilities, services, and organization required for ac- 
creditation. Accreditation is universally accepted in the health field as a well 
functioning, fair, and necessary mechanism for protecting the public against 
poor quality of hospital care. The aged are no less deserving of such protection. 

Similar protection against poor quality nursing homes is also imperative. 
Most nursing homes, unlike hospitals, are privately owned and receive limited 
payments from existing welfare programs for many of their residents. Although 
State licensure laws set forth minimal requirements, adequate medical and 
nursing care in nursing homes is the exception rather than the rule. Moreover, 
some nursing homes have little or no concern for the welfare of their patients 
and are primarily profitable businesses exploiting the financial resources of aged 
and chronically ill individuals. To make Federal funds available to these types 
of nursing homes would only perpetuate and expand inadequate nursing home 
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eare. To limit Federal funds to accredited nursing homes would be a 
and much needed stimulus to the development of good nursing home care, 
Third, we strongly urge that from the start, the medical-care benefits be as 
comprehensive as possible—especially that they include all necessary Services 
of specialists and general practitioners, and diagnostic laboratory and X-ray 
procedures for nonhospitalized patients. 
In order that services of poor quality can be eliminated and systematic im. 
provement of quality can be promoted, administration at all levels mygt 
medically oriented. We, therefore, recommend that the U.S. Public Health 
Service and the State health departments should share the governmenta] ad. 
ministrative responsibilities. 
We also recommend that the financial resources of the program be y 
for improving quality of care. Among the ways this can be done is th 
encouraging group medical practice and professional audits, acknowledging tyj. 
tion and educational leave costs as proper components of professional compengg. 
tion, financing demonstration and research on quality improvement, and reward. 
ing recognized high-competence ratings and high levels of performance, 
Speaking for the many thousands of physicians who favor the addition of 
medical-care benefits to the Federal social security system, we sincerely hope 
the Senate Finance Committee will formulate and approve of a program of 
medical care for the aged, based on the right of each aged person to necessary 
medical care, available with dignity, without financial barriers, and with good 
quality assured. 


REPORT OF THE NATIONAL LAWYERS GUILD ON HEALTH INSURANCE BENEFITS FoR 
THE AGED—THE FoORAND, MCNAMARA, AND JAVITS BILLS AND THE ADMINISTRi- 
TION’sS “MEDICARE PROGRAM FOR THE AGED” 


Our country, 25 years ago, determined, as a matter of national policy, that 
it was in the interest of the Nation that old-age security should be provided 
for. The old-age and survivors’ insurance system, created by the Social Security 
Act, does not, however, provide sufficient income to enable aged beneficiaries to 
purchase or otherwise obtain the medical and hospital care which they need. 
This has led to a widespread demand for amendments to the Social Security 
Act or other provisions which would meet this need. Currently, the Congress 


aoe at le 


is considering a number of measures which are concerned with this problem | 


This report is intended to review the most important of these measures. 


I, THE NEED 


Rising costs for medical care, especially hospitalization, have seriously af- 
fected the health and economic security of persons of all ages. The aged have 
been particularly hard hit because their advanced age and the infirmities usually 
accompanying it, while interfering with the ability to pay for more medical care, 
at the same time creates the need for more medical care. Since 1947-49, the 
overall consumer price index has increased about 24 percent. Medical-care costs 
have risen about twice as fast, or 49 percent.* 


Hospital room rates have increased 71.2 percent from 1948 to 1956, while all | 
medical care costs increased 31.7 percent. Private expenditures for hospital | 
services have increased from 1 percent of per capita disposable income in 1948 


to 1.16 percent in 1952, 1.33 percent in 1954 and 1.43 percent in 1956, a 43 percent 
increase from 1948.” 


Seventy-four percent of the aged (those over 65) have annual incomes of $1 to | 
$1,000 ; 11 percent have annual incomes of $1,000 to $2,000, and 15 percent incomes 


of $2,000 or more.’ 


1 Department of Health, Education, and Welfare report dated Apr. 3, 1959 (hospitaliz- 
tion insurance for OASDI beneficiaries) ; statement of Wilbur J. Cohen, represen 
American Public Welfare Association submitted July 15, 1959, to the Committee on Ways 
ans gate of the House of Representatives, hearings on H.R. 4700, July 13-17, pp 

2Department of Health, Education, and Welfare report and statement of Wilbur J. 
Cohen. See footnote 12. 

8’ New York Times, Mar. 20, 1960; see also statement of Arthur S. Flemming, Secretary 
of Health, Education, and Welfare, before the House Ways and Means Committee of the 
U.S. House of Representatives, Wednesday, May 4, 1960. 
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Honorable Arthur 8S. Flemming, Secretary of Health, Education, and Wel- 
fare, in testifying before the Committee on Ways and Means of the House of Rep- 
tatives, on the Forand bill on July 13, 1959, aptly summarized the problem: 
“There is general agreement that a problem does exist. The rising cost of 
medical care, and particularly of hospital care, over the past decade has been 
felt by persons of all ages. Older persons have larger than average medical 
ere need. As a group they use about 24% times as much general hospital care as 
the average for persons under age 65 and they have special need for long-term 
institutional care. Their incomes are generally considerably lower than those 
of the rest of the population, and in many cases are either fixed or declining in 
amount. They have less opportunity than employed persons to spread the cost 
burden through heaith insurance. A larger proportion of the aged than of other 
persons must turn to public assistance for payment of their medical bills or rely 
on free care from hospitals and physicians. 

“Because both the number and proportion of older persons in the population 
are increasing, a satisfactory solution to the problem of paying for adequate 
medical care for the aged will become more rather than less important.” 

Experience has clearly demonstrated that currently available health insur- 
ance has not adequately met the cost of good medical care for the aged. Even 
those able to obtain health insurance coverage suffer considerable financial hard- 
ship because benefit payments are usually inadequate, The OASI beneficiary 
survey of 1959 established that 54 percent of social security beneficiaries did 
not have any health insurance and 36 percent of all these beneficiaries had never 
had any health insurance whatsoever. Those who had no health insurance 
stated that they could not afford it or had been refused insurance. About 
one-third of the beneficiaries had at one time had policies which had been dropped 
or canceled either because of financial inability or because their coverage was 
on a group basis which had been terminated upon retirement.® 

On March 12, 1959, the Division of Program Research of the Social Security 
Administration published an analysis of Blue Cross provisions for persons aged 
6 and over. This analysis shows that, in 1958, 20 of the 78 Blue Cross plans 
increased their premiums. Under group contracts, the median annual premium 
was $30 per person, with a range of $16.20 to $70.80. For persons who had left 
employment or had entered into a nongroup contract, the median charge was 
$42, and the highest charge was $87 per person. One of the most extensively 
advertised health policies for persons over 65 charged $6.50 per month for cover- 
age providing $10 maximum allowance per day for hospital (about one-half 
of the national average), coverage for maximum of 31 days, and a maximum 
payment for hospital extras of $100 (X-ray, diagnostic procedures, etc.).° Of 
course, the problems posed by the foregoing statistics are compounded when one 
considers the additional costs of physicians services in the hospital, diagnostic 
procedures, and therapy. 

Il. THE FORAND BILL 


A, Provisions of the Forand bilt 


The Forand bill’ is intended to amend the existing social security law to 
provide that the social security system shall pay for the cost of hospitalization, 
nursing home care and surgical services for the group now covered by the present 
old-age and survivors insurance program. 

The bill would amend section 10(a) title 2 of the Social Security Act by adding 
after section 225, a new section 226 which would provide in substance the fol- 
lowing : 

The social security system would pay the cost of hospital or nursing home 
service furnished to an individual during any month such person would be en- 
titled to monthly benefits under section 202 of the Social Security Act, or the 
cost of such services furnished during the month of said persons death and the 
cost of surgical services which are not of an elective nature, which payments 
are to be paid from the Federal old-age and survivors insurance trust fund to the 
hospital, physician, or nursing home which furnished the services.’ 





‘Hearings on H.R. 4700, July 13-17, 1959, pp. 9—10. 
5Old-Age and Survivor Insurance Beneficiary Survey, 1959, by Department of Health, 
Education, and Welfare. 
*See testimony of Nelson H. Cruikshank, hearings on H.R. 4700, July 13-17, 1959, p. 80. 
"H.R. 4700, 86th Cong., 1st sess., introduced Feb. 18, 1959. 
anne: 103 (a) amending sec. 10(a), title 2 of the Social Security Act, sec. 226(a), 
secs. (1), (2). 
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The period of eligibility would be the first 60 days of hospitalization in g 12. 
month period, beginning with the first day of hospitalization and the first 60 
days in each succeeding 12-month period; and nursing home services furnished 
upon transfer from a hospital providing that the same are associated with 
such hospital services, for 120 days in any 12-month period less the periog of 
hospital confinement.’ The bill broadly defines “hospital services” but excludes 
eare in any tuberculosis or mental hospital. “Nursing home services” jg ge 
fined as meaning skilled nursing care operated in connection with a hospita] or 
performed under the general direction of a licensed physician in connection 
with a nursing establishment. Home nursing services or private nursing homes 
are not included. “Surgical services” would cover any surgery medically re 
quired, including emergency and oral surgery which is medically required. 

The bill provides that the eligible individual shall have free choice of any 
hospital or nursing home or the services of any certified surgeon who has 
entered into an agreement with the Social Security Administration under this 
act.’ 

The bill requires that the institution be licensed pursuant to the laws of the 
State where located. The services shall be rendered in semiprivate accommo. 
dations. No additional payment shall be reqeusted from the recipient unless 
medically required, but the patient may voluntarily pay the difference for more 
expensive accommodations. No payment shall be made from the fund if the 
patient is eligible for Federal or State hospitalization service.” 

The bill further provides that the Secretary of the Department of Health, 
Education, and Welfare shall have no authority over hospital administration, 
treatment, or personnel, evercise any control over the practice of medicine® 
and specifically preserves the confidential and privileged relationship between 
patient and doctor or institution.” 

H.R. 4700 would also amend the Internal Revenue Code of 1954, by changing 
the tax schedules on the self-employment income, the tax on employees and the 
tax on employers, by increasing the present schedule of contributions by three 
eighths of 1 percent for self-employed individuals,” and one-fourth of 1 percent 
by employees,” and one-fourth of 1 percent on employers.” 


B. The advantages of the Forand bill as compared with voluntary insurance 


The old-age and survivors’ insurance program at the present time covers 
almost the entire working population of the United States. Some 75 million 
employees and self-employed persons and some 4 million employers currently 
pay social security taxes. As of December 1959, some 13.7 million persons were 
receiving benefits.“ The Forand bill would add on to the present benefits the 
additional benefits described above. 

The advantages of the Forand bill, as compared with voluntary insurance are: 

(1) Coverage is paid for while the person is actively employed and best able 
to meet the cost of insurance coverage, while conversely, during any period of 
nonemployment no payment is required. This is an immediate advantage over 
voluntary programs which require payment of premiums regardless of the 
employment status. 

(2) To some extent, the cost of this coverage is based upon the ability to 
pay. Voluntary plans require payments on a flat basis in relation to the num 
ber of dependents and further distinguish between group coverage and ind: 
vidual coverage. 

(3) Benefits may not be canceled under the Forand bill. This bill in effect 
provides for paid up policy backed by the Federal Government. It gives pe 
tients and hospitals assurance of payment and protection superior to that of 
most private plans because there can be no termination since covered persons 





®Sec. 101(a) amending sec. 10(a), title 2 of the Social Security Act, sec. 226(a), 
subsec. (4). 

1 Sec, 101(a) amending sec. 10(a), title 2 of the Social Security Act, sec. 226(b), 
subsees. (1), (2), (3). 

11 See. 101(a) amending sec. 10(a), title 2 of the Social Security Act, sec. 226(¢c), sub 
sees, (1), (2). 

12 Sec. 101(a2) amending sec. 10(a), title 2 of the Social Security Act, sec. 226(@), 
subsecs. (1), (2), (3), (4). 

13 Sec. 101(a2) amending sec. 19(a), title 2 of the Social Security Act, sec. 226(d), 
sunbsec. (5). 

1% See, 191(a) amending sec. 19(a), title 2 of the Social Security Act, sec. 226(e). 

15 Sec. 201(a) amending sec, 1401 of the Internal Revenue Code. 

16 See, 201(b) amending sec. 3101 of the Internal Revenue Code. 

17 Sec. 201(c) amending sec. 3111 of the Internal Revenue Code. 

18 Social Security Bulletin, April 1960, pp. 1-2. 
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are entitled to receive the maximum benefits allowable. There is no premium 
yable by the beneficiary and therefore there cannot be a termination because 
of inability to meet premium payments. 

(4) In most private plans, on the death of the insured person, coverage is 
not extended to his survivors, dependents, or other immediate members of his 
family. 

(5) The benefits under the Forand bill are much more extensive than most 
penefits provided under most private health insurance programs. 

(6) The cost of administering the plan would be less than the administrative 
eost under existing private insurance plans, because contributions would be col- 
jected as part of the regular social security contributions and would require no 
new machinery. There would be no advertising, salesmen, or acquisition costs 
as in private insurance. 

(7) Under the Forand bill, employers pay a payroll tax which contributes one- 
half of the cost. Under private insurance policy purchased by an individual he, 
of course, bears the whole cost. 

In addition to the foregoing advantages of the Forand bill over private insur- 
ance coverage, certain important benefits would flow to the community at large 
from the enactment of this bill: 

(8) It would ease the financial problems of hospitals by providing payment 
for much of the care that now they must give to charity cases without charge 
or below actual cost. 

(9) Individuals would not be required to apply for or receive public assist- 
ance or private charity, and would relieve such organizations and Government 
agencies of a welfare load now financed by taxpayers or private donations. 

(10) The bill would stimulate an increase in the supply of medical personnel 
and facilities required to make good care available to all concerned. Thus, an 
assured market for skilled nursing care, for example, would result in an increase 
in the supply of nursing homes and competent nursing personnel. 

(11) Uniform and ever increasing standards of hospital and medical care and 
treatment would inevitably result from the adoption of this bill. 

(12) Since the Forand bill would provide insurance coverage for the highest 
cost and highest risk group, Blue Cross plans would be relieved of the high cost 
load and would be better able to hold down their rates and compete more effec- 
tively with commercial insurance plans. 


0. The arguments against the Forand bill 


The American Medical Association and others have opposed the Forand bill 
on the ground that it is a socialized medicine proposal, or would lead to so- 
cialized medicine. This criticism is without basis. The Forand bill specifically 
prohibits the Secretary from interfering in any way with the practice of meri- 
cine, the administration of hospitals or nursing homes, or otherwise interfering 
with the administration of the institutions involved. The bill would not disturb 
existing physician-patient relationships or the freedom of doctors to choose the 
institutions which would furnish the care. 

Opponents of the bill contend that the bill would increase the centralization of 
the functions of the Federal Government and foster paternalism. Such a con- 
tention completely overlooks the fact that the people of the United States chose 
25 years ago to set up the vast social security administration in an effort to pro- 
vide for old-age security. Under the Social Security Act of the present time, 
Federal grants are made to the States to meet the cost in part of medical care 
needed by persons receiving public assistance. The Forand bill thus is entirely 
consistent with the policy and program of the Federal Government as now set 
forth in the Social Security Act. 

Several of the foregoing arguments have been urged against all forms of and 
extensions of social security from the very inception of the social security pro- 
gram and are no more applicable now than they were then. 

Life magazine, in an editorial rebuts these arguments as follows: 

“Another question of principle is whether it is the proper function of a free 
government to offer special help to its older citizens. That principle was ac- 
cepted when social security itself became effective in 1937. The presumption 
against any extension of Federal activity and expenditure, though Jeffersonian 
in origin, is now championed, though weakly, by the Republicans, who don’t 
want to be tagged as enemies of the aged. But an extension of an established 
system like social security is not a violation of principle.” ” 

LL 
® Apr. 25, 1960. 
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Opponents of the bill also argue that it would burden the younger and prodne. 
tive members of our society with the costs and expenses of the aged ang hon. 
productive persons. The fact is, of course, that under the Social Security 
as it now stands, billions of dollars are being collected annually by the Federgj 
Government and paid out by the Federal Government to meet the costs and ex. 
penses of the aged. No new principle is involved in the further extension whiq 
is provided by the Forand bill which, in essence, would collect additional tayg 
and use them for meeting a needed cost which is not now being met. 

Obviously, all members of the community must share in the cost of pro 
minimal assistance to the aged and the infirm, be this by taxation, charitable 
donations or direct payments. The Forand bill would, for a nominal eogt ¢ 
$12 per each covered person, eliminate this haphazard and costly catch-as-cate). 
can method of assistance to the aged and would assure better and more ade 
quate assistance to these persons. 

Opponents of the Forand bill argue that voluntary private health insurang 
plans are fully capable of meeting the medical needs of the aged. They elain 
that 43 percent of our citizens 65 years of age already are covered by health 
insurance, the majority of these having acquired such insurance during the past 
few years. The Health Insurance Association of America expects this trend to 
grow until 75 percent of the aged who need such protection can be covered by 
voluntary health insurance by 1965, and 90 percent by 1970.” Of course, they 
do not state how assistance shall be provided to the 57 percent presently no 
covered by health insurance or the 25 percent by 1965. Even the best of the 
voluntary insurance plans have many severe limitations. Premiums cost mor 
than the contributions required under the Forand bill; benefits for the mog 
part are less than those provided under the Forand bill; undesirable risks are 
excluded from participation; premiums must continue to be paid after retire 
ment and regardless of economic ability. 

Prof. Wilbur J. Cohen, in presenting a statement of the American Public We. 
fare Association to the House Ways and Means Committee, pointed out that 
voluntary insurance can at best eventually reach and cover only 70 percent of 
the aged, since some 30 percent have either no income at all or so little income 
that they could never, without governmental heip or subsidy, purchase insur. 
ance. He pointed out: 

“Now the problem is, that voluntary insurance, unless it is either subsidize 
or some other method is introduced like requiring the employer to pay it all or 
some other manner of financing it over the lifetime, we are going to find that 
the lower income people are not going to have voluntary insurance even if we 
reach 70 percent as has been predicted. The 30 percent without insurance will 
be the people who will have to go on public assistance and this committee will 
be financing that cost out of general revenues because you have already com 
mitted yourselves to the principle in the 1950, 1956, and 1958 legislation to pay 
part of the medical care that State public assistance agencies now give.”™ 

Opponents of the bill also claim that the costs of the program would be exces 
sive and would jeopardize the financial stability of the entire social security 
system. 


ee 


The increase in contributions would yield upwards of $1 billion a year basel | 
upon taxable payrolls of approximately $200 billion a year. The Department | 


of Health, Education, and Welfare report estimates that hospitalization benefits 
of 60 days for the aged and survivors would cost about $900 million in 196), 
Skilled nursing benefits would partly offset the cost of hospital care so that 
their net cost is estimated as negligible at the outset. The Department's est: 
mate was that surgical benefits would cost less than $100 million per year for 
these same persons.” 

Secretary Flemming of Health, Education, and Welfare submitted to the 
House Ways and Means Committee a memorandum entitled, “Estimated 190 
Costs of H.R. 4700,” which stated its estimate at $1.1 billion and stated the 
percent of the taxable payroll at 0.53 percent. The increase in the payroll tax 
and the wage tax of one-fourth of 1 percent each would approximately cover 
this cost. 





*® See statement of E. J. Faulkner for Health Insurance Association of America, hearings 
H.R. 4700, July 13-17, ae. 434 et seq. 
21 Hearings on H.R. 4700, July 13-17, 1959, p. 323. 


2 Hearings on H.R. 4700, July 13-17, 1959, p. 23. 
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p. The deficiencies of the Forand bill 
1, A severe limitation of this bill is the exclusion of general medical services. 
The major ailments affecting the aged do not necessarily require surgery, such 
as diseases of the heart and blood vessels and nervous system and degenerative 
disorders and a wide range of other medical conditions. Even where the in- 
dividual requires surgery, he frequently must receive care from a nonsurgical 
jalist or general practitioner before or after surgery. Regular medical 
sapervision and preventive services are essential to minimize or prevent the 
impaired health and major disabilities caused by the aging process and chronic 


Since the underlying purpose of the Forand bill is the improvement of the 
health of the aged and the prepayment of their major medical expenses, the 
penefit should also include all doctors’ services. The bill should also provide for 
nondoctor services such as nursing, whether in the home or private nursing estab- 
lishments, medicines, prostheses, and dentistry. In particular, the omission of 
diagnostic labatory and X-ray procedures for nonhospitalized patients decreases 
the medical effectiveness of the program and also encourages unnecessary hos- 
pitalization. It is noteworthy that Secretary Flemming has estimated that hos- 
pital and surgical costs constitute only 25 to 30 percent of the cost of the whole 
program of medical care.” Thus, the Forand bill still would leave uncovered al- 
most three-fourths of the health costs which must be met. 

2 The costs of the bill are financed through an additional payroll and wage 
tax. The National Lawyers Guild, as a matter of general policy, favors the 
principle that social security should be financed through general revenues, 
rather than through the present contributory system of taxes on wages and pay- 
rolls. The Forand bill would involve, to some extent, expenditures which are 
presently being financed out of general revenues. At the present time, it is esti- 
mated that $400 million is being expended by the Federal Government annually 
in the grants-in-aid program of the Social Security Act for public assistance to 
meet the needs of medical care. Approximately $150 million of this was used 
in 1958 to meet medical care needs of aged persons receiving public assistance. 
All of this was derived from general revenues.” If the Forand bill were not 
enacted, these public assistance costs would rise and it has been estimated that 
they would reach $1 billion over the period of the next 10 years.” The Forand 
bill expenditures would thus be substituting for general revenue expenditures. 
The financing program would be more equitable if general revenues were the 
source of funds; for general revenues are provided by taxes on all incomes 
in accordance with ability to pay, whereas social security taxes do not reach 
incomes over $4,800. 

8. The Forand bill applies only to persons now receiving OASI benefits. Of 
the 16 million persons now in the population who are 65 years of age or over, 
some 5 million persons are not now receiving OASI benefits. The need of these 
persons may well be as great, if not greater than those now receiving OASI bene- 
fits. And the Forand bill ought not to exclude them from its benefits. 


Ill THE MC NAMARA BILL 


On May 6, 1960, Senator McNamara introduced, with the joint sponsorship of 
Senators Kennedy, Clark, Randolph, Symington, Humphrey, Williams of New 
Jersey, Magnuson, McGee, Young of Ohio, Douglas, Gruening, Long of Hawaii, 
Murray, Hart, and Morse, a bill entitled “Retired Persons’ Medical Insurance 
Act.” 

The McNamara bill represents the results of 18 months of study by the Senate 
Subcommittee on the Problems of the Aged and Aging, of which Senator Me- 
Namara has been chairman. 

The McNamara bill is generally similar to the Forand bill with these important 
differences : 

(1) Coverage.—Whereas the Forand bill would provide medical care benefits 
for all persons who are entitled to receive benefits under the OASI provisions of 
LL 

*Report of Secretary of Health, Education, and Welfare. See footnote 12, p. 2. 

“Report of U.S. Department of Health, Education, and Welfare, Social Security Admin- 
istration, Division of Program Research on “Public and Private Expenditures for Hospital 
Care in the United States, 1953-55, Jan. 8, 1957.” 


“Statement of the American Public Welfare Association to the House Ways and Means 


Committee, hearings on H.R. 4700, July 1959, p. 326. 
*S§. 3503. - epee tnt oe 
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the Social Security Act, including underage survivors and dependents, the 
McNamara bill benefits would be limited to OASI beneficiaries who haye “at. 
tained retirement age” and ‘are retired,” provided they (a) had total annyg 
wage earnings of less than $2,000, or ()) did not render services for wages of 
more than $100 and did not engage in self-employment in at least 3 months of the 
year, or (c) attained the age of 72. Senator McNamara estimates that his bill, 
on this basis, would provide benefits for some 11.3 million OASI beneficiaries. 

The McNamara bill, however, extends coverage to persons who are not entitled 
to OASI benefits, again provided they (@) had total annual wage earnings of 
less than $2,000, or (b) did not render services for wages of more than $100 and 
did not engage in self-employment in at least 3 months of the year, or (¢) at. 
tained the age of 72. Senator McNamara estimates that these coverage pro- 
visions would provide coverage for 1.7 million aged persons who are now regeiy. 
ing old age assistance but who receive no OASI benefits, and an additional 18 
million other retired aged persons, men over 65 and women over 62, who re 
ceive neither OASI benefits nor old age asistance, but meet the low-income 
requirements of the bill. 

In essence, the McNamara bill covers all aged persons who are not working 
full time and are retired and who have income of less than $2,000 a year an 
without regard to whether or not they receive old-age insurance or old-age 
assistance. 

(2) Benefits —The benefits would cover the cost of five categories of gory. 
ices and expenses: (1) hospital services up to 90 days; (2) nursing home 
services up to 180 days; (3) home health services, such as professional nursing 
care up to 240 days; (4) certain diagnostic outpatient services; and (5) very 
expensive drugs as specified by regulations to be promulgated. 

(3) Financing.—The benefits to insured persons would be financed in the 
same way as the Forand bill benefits are financed, i.e., by an increase in payroll 
taxes, wage taxes and self-employment taxes. The benefits for the aged who 
are not insured would come from general revenues. 

Senator McNamara, in his statement accompanying the introduction of the 
bill, estimates the total cost “computed as conservatively as possible” at $1,578 
million, or $106 per retired person. The benefits to 11.8 million OASI bene 
ficiaries would be financed by a one-fourth of 1 percent increase in the social 
security tax on both the employer and employee. Senator McNamara esti 
mates that the benefits to 1.7 million old-age assistance recipients would cost 
$180 million and the benefits to the 1.8 million other aged retired persons would 
cost $190 million. Thus, approximately $370 million would have to be derivei 
from general revenues. However, partially offsetting the appropriation of $37) 
million are current Federal expenditures of $238 million for medical car 
under old-age assistance or other federally aided programs. Thus, the met 
additional cost to the Federal Government would be approximately $132 million 

The McNamara bill would also direct the Secretary of Health, Education, 
and Welfare to conduct research on the health care of older persons and m 
improvements in the quality and efficiency of health services. The bill ar 
thorizes the Secretary of Health, Education, and Welfare to administer th 
act with the assistance of a national health service advisory council and to 
utilize the services of private nonprofit organizations in administering th 
program. 


Comment 

The case for the Forand bill applies as well to the McNamara bill. 

As to the three deficiencies noted above with respect to the Forand bill, th 
McNamara bill meets some of them. 

Thus, the McNamara bill applies to the aged who are not insured under th 
Social Security Act, whereas the Forand bill excludes them. 

The McNamara bill, In its benefit provisions, excludes surgical benefits. Th 
bill does, however, include other benefits, such as care at home in a supervise 
home health program, diagnostic outpatient services, such as laboratory test 
and X-rays, and a portion of the cost of very expensive drugs. The inclusio 
of these benefits is essential to a sound medical program for the aged. 4 
was pointed out above, the medical effectiveness of the entire program woull 
be increased by the diagnostic outpatient services and home care. We do nh 
however, believe that surgical benefits should be eliminated, and urge that th 
McNamara bill benefits be further broadened to include surgical, dental, atl 
medical services. 
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go far as financing is concerned, the McNamara bill is subject to the same 
criticism as the Forand bill with respect to financing benefits to persons now 
insured under the OASDI provisions of the Social Security Act. The financing 
of benefits to persons not insured under the OASI provisions of the Social 
gecurity Act from general revenues, is, of course, entirely appropriate. 

We believe, too, that the denial of eligibility to OASDI beneficiaries who 
earned more than $2,000 in wages or who engaged in self-employment for 3 
months in the preceding calendar year is unwarranted. Persons entitled to all 
other social security benefits should be entitled, as well, to the medical care 
penefits. ‘The hardship involved in the cost of hospital and health care may 
pear heavily upon such persons if excluded. 


IV. THE JAVITS BILL 


A, Provisions of the Javits bill 


On April 7, 1960, Senator Javits for himself. Mr. Cooper, Mr. Case, Mr. 
Scott, Mr. Fong, Mr. Aiken, Mr. Keating, and Mr. Prouty, introduced a bill to 
provide a program of Federal matching grants to the State to enable the 
State to provide health insurance for individuals aged 65 or over at subscrip- 
tion charges which such individuals can pay. The bill is known as the Health 
Insurance for the Aged Act.” 

Section 2 of the Public Health Service Act is to be amended by inserting at 
the end thereof a new title 8, “Health Insurance for the Aged.” The bill is 
not linked to the social security system. It could potentially reach 16 million 
Americans over 65 including 4 to 5 million who are not eligible under social 
security. Only those wishing to participate would do so. 

Under the bill, each State could provide health insurance coverage for all 
persons aged 65 or over and their spouses. Cooperative health programs or 
private health insurance plans would be the means through which the State 
plan would provide broad medical and hospital coverage. The bill would pro- 
vide 60 days of full cost, semiprivate hospital care or the equivalent cost care 
in a nursing home for the aged and would also cover office visits, laboratory 
tests, diagnostic X-rays and procedure, specialist consultations, visiting nurse 
in the home. 

Under the bill, monthly subscriptions fees for individuals would range from 
50 cents to $13 depending on the subseribers income. The difference between 
the total subscription paid by beneficiaries and the full premium costs would 
be shared by the State and Federal Government. The Federal contribution 
would be based on a formula used in Hill-Burton Hospital Construction Act 
under which the Federal Government's share to the States ranges from a maxi- 
mum of 75 percent to a minimum of 33144 percent. Senator Javits estimated 
that “based on the likelihood that 70 percent of those eligible would join the 
plan, because the others are carried now in suitable health plans or other rea- 
sons, the estimated medium average cost per year of this program to the Federal 
Government (based on expected allocation by States) would be about $480 
million, to the States $640 million, and $400 million to the subscribers.” * 


B. The deficiencies of the Javits bill 


1. The Javits bill would set up an administration separate from and outside 
of the social security system, whereas the Forand bill would utilize the entire 
administration of the Social Security Act and merely add an additional benefit 
to be administered through the existing social security system. The Javits 
bill would create a new Federal-State administration. This would add to 
the complexities and difficulties and unnecessarily increase costs. 

2. The Javits bill depends upon State action. If a State does not set up an 
administration and does not appropriate the moneys necessary, none of its 
residents receive any benefit. On the other hand, the Forand bill, as a Federal 
measure, would operate immediately and directly for the benefit of all the 
beneficiaries of the existing social security system. 

5. The Javits bill coverage is limited to those who are 65 or over or are 
married to an individual 65 or over. It would provide subsidies for those aged 
Persons who obtain insurance. The Forand bill, on the other hand, provides 
insurance for the entire working population 





58. 3350, 86th Cong., 2d sess., introduced Apr. 7 
Statement of Senator Javits, Thursday, Apr. 
Times, Apr. 8, 1960. 


960. 


| 
7, 1960, as reported in the New York 
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4. Under the Javits bill, those who are 65 or over would be paying Premiums 
whereas under the Forand bill, those 65 or over would be receiving benefit, 
with the premiums (taxes) being paid by the working population and the aged 
beneficiaries would pay no premiums. 

5. The administration costs of the present social security system are y 
low, averaging about 2 percent. It is the estimate of the Government that 
administration costs under the Forand bill would approximate 5 percent. This 
is a very much smaller cost than the cost of private insurance, which must 
cover the costs of sales, collection, and administration. 

6. Whereas the Forand bill would spread the costs of the entire insurance 
program over the entire working population, the Javits bill would be financed 
in part by the premiums of those over 65 who purchase the insurance and iy 
part from State revenues and in part from Federal revenues. 

Several aspects of the Javits biil are considerably more favorable than the 
Forand bill. Certainly, the most important of these is the extension of benefits 
to include generally all physicians’ services to the aged as well as diagnostic 
procedures, home nursing services, etc. The Javits bill requires premiums 
based upon the individual’s ability to pay starting with a monthly subscrip. 
tion rate of 50 cents per month for those earning between $500 and $1,000 (no 
premiums collected from those earnings under $500) and rising progressively 
to $13 per month for those earning $3,600 per year and over. 


V. THE ADMINISTRATION'S MEDICARE PROGRAM FOR THE AGED 


In May of 1960, the administration announced its medicare program for the 
aged, which is intended to meet the needs of the aged for protection against 
long-term illnesses, and meet certain criteria established by the administration 
for Federal assistance or participation in this field. Secretary Flemming of 
Health, Education, and Welfare, on May 4, 1960, appeared before the House 
Ways and Means Committee and presented the administration's plan to pro 
vide health and medical care for the aged. This plan has not been formulated 
in terms of a specific bill at this writing (May 24, 1960) and this report is 
addressed to the plan as formulated by Secretary Flemming in his formal state 
ment to the committee. 

The statement opens with the following significant declaration : 

“The executive branch of the Government fully recognizes and accepts the 
fact that the Federal Government should act in this field.” 

The program would be open to all persons aged 65 and over who either did 
not pay an income tax in the preceding year and/or taxpayers 65 and over 
whose adjusted gross income, plus social security, railroad retirement benefits 
and veterans’ pensions, in the preceding year did not exceed $2,500 or $3,800 for 
a couple. Those persons qualified would be entitled to receive benefits if an 
enroliment fee of $24 per year had been paid and after they had incurred health 
and medical expenses of $250, or $400 for a couple. Those on public assistance 
would be entitled to benefits without paying the enrollment fee and if the States 
paid the initial $250 of expense under their regular public assistance programs. 

The medicare program would pay 80 percent (100 percent for public assistance 
recipients) of the cost of comprehensive health and medical services to those 
who were eligible to receive same, and where such services were determined to 
be medically necessary. These covered services would inciude hospital care 
for 180 days; skilled nursing home care for 365 days; organized home care 
services for 365 days; surgical procedures; laboratory and X-ray services up 
to $200; physicians’ services; dental services; prescribe drugs up to $350; 
private duty nurses; and physical restoration services. 

The plan provides for a continuity of eligibility by the payment of the annual 
fee. If the person’s income rises above the eligibility maximum, once that 
person has qualified on an income basis, the fee would be raised on a graduated 
basis for each $500 of increase in income until the fee equalled the full per 
capita cost of coverage. Each State would provide that an eligible person 
could elect to purchase from a private company a major medical expense policy, 
50 percent of the cost of which would be paid from the Federal-State matching 
funds up to a maximum of $60. The program would be administered by the 
States, under a State plan approved by the Department of Health, Education, 
and Welfare. The plan would be financed by the Federal Government and the 
State on a matching basis. Secretary Flemming estimates that the cost of 
this plan would be $1.2 billion with the Federal share being estimated at $60) 
million. 
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The administration believes that the following results would be achieved 
through the medicare program : 

1. It would make participation in such a program optional with the indi- 
vidual. It would allow private insurers to continue to develop medical and 
health insurance programs for the aged. 

2, It would make available a system of comprehensive health and medical 
penefits which provide adequate protection against the cost of long-term and 
other expensive illnesses. 

8. It would divide the cost of such program equitably among the entire 
population by providing for financing the Federal share out of general revenues, 
contrasted with a payroll tax that places the burden on earnings of working 

ns under $4,800. 

4. It would relieve the States of the burden of providing extended medical 
assistance to a large portion of public assistance recipients and would be 
extended to all persons in the lower income brackets, regardless of whether they 
happen to be covered by social security or without subjecting the individual to 
a detailed or involved income or means test. 

The deficiencies of the administration’s medicare program are in many 
respects similar to those of the Javits bill, in that— 

1. The medicare program requires an administration separate from and out- 
side of the social security system, which would add to the complexity and 
difficulty of such a program and unnecessarily increase costs. 

2. The administration's program depends upon State action. 

8. The medicare program is limited to those who are over 65, and would 
specifically exclude from coverage the survivors and dependents of the persons 
who comprise the entire working population. Under the administration’s plan, 
retired persons would still be required to pay premiums. 

4. The administration's program in its benefit provisions is subject to serious 
criticism. While, on its face, the 10-point benefit program of the administra- 
tion is broader and more comprehensive than the benefit provisions of the 
Forand bill, the McNamara bill, and the Javits bill, the administration’s pro- 
gram, unlike these bills, does not cover the first dollar costs up to a specified 
maximum ; instead, it is subject to the deduction of the first $250 in costs, which 
must be borne by the insured person, and then it covers the excess over $250 to 
the extent of 80 percent. 

Secretary Flemming, in his statement to the House Ways and Means Com- 
mittee, made the following report concerning the estimated health costs of 
the aged : 

“4 1957-58 study shows that the average annual expenditures of this group 
for health and medical expenses was $177, not including nursing home care, 
as compared with $84 for the rest of the population. But it is important to 
note that 15 percent of the persons 65 and over, or 2.25 million, had total 
medical expenditures, on the average, of $700 per year, not including nursing 
home care. The expenditures for this group represented 60 percent of the 
total medical care expenditures of the aged. Since 1957, costs for medical care 
have increased at least 20 percent. Also, it should be noted that the high 
average expenditure for the aged is attributable to the fact that $6,000 is a 
conservative estimate of total medical expenditures incurred by persons who 
are continuously ill for an entire year.” 

Clearly, the $250 deductible provision would eliminate average medical ex- 
penditures of $177 (1957-58 prices). Thus, the Administration’s program is 
really not designed to cover average health costs, which the aged would be 
expected to take care of themselves. It is, instead, concerned with heavier costs. 
The 15 percent of the aged whose average medical expenses of $700 per year 
(1957-58) prices) would be required, on the average, to meet over half of their 
average costs out of their income. Such costs would constitute a very heavy 
burden on aged persons whose income is low. 


VI. THE POSITION OF THE NATIONAL LAWYERS GUILD WITH RESPECT TO THE FORAND, 
JAVITS, AND M’NAMARA BILLS, AND THE ADMINISTRATION'S MEDICARE PROGRAM 


The National Lawyers Guild has for 20 years urged the adoption by Congress 
of a Federal comprehensive health insurance program providing complete medi- 
cal, surgical, and hospitalization insurance for the entire population. The 
measures analyzed in this report are concerned with an important part of the 
population, the aged. 
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The National Lawyers Guild disapproves the Javits bill and the administr. 
tion’s medical program, for the reasons set forth above. 

Notwithstanding the criticism stated above with respect to the financing and 
limitation on benefits of the Forand and McNamara bills, it is the position og 
the National Lawyers Guild that the enactment of either the McNamara bill 
or the Forand bill would be so important a forward step in the effort to meet 
an urgent health need that the National Lawyers Guild would favor the enact. 
ment of either the McNamara bill or the Forand bill in their present form, 
leaving to a later date a further consideration of ways in which the measure 
could be expanded and improved. 


STATEMENT OF JOSEPH A. SCHAFER, CERTIFIED PUBLIC ACCOUNTANT, TO THE Seyate 
COMMITTEE ON FINANCE FOR HEARINGS ON H.R. 12580—Socia.L Securrry Rp. 
VISION BILL 


Having testified before the commitees in past years on some of the short. 
comings of our social security system, may I respectfully request that my state 
ment be included in the record of the hearings in order that consideration may 
be given to the correction of certain unfavorable situations. ‘ 


INSURED STATUS REQUIREMENT 


Many surviving spouses are denied benefits because of the stringent require 
ment that a certain number of quarters of work must be credited to obtain ap 
insured status. This is inequitable, discriminatory, and a severe hardship to 
the aged. There are many cases where a worker was able to earn five, or four, 
or three quarters of coverage, but because of illness or other disability it was 
impossible for such a person to aqquire additional credit. It therefore is a 
certainty that these people will never be able to qualify for benefits of any kind 
and they will forever be barred from relief in their old age. This is a grave 
injustice to these forgotten people. 

It should be realized that the aged who have not completed enough quarters 
of coverage could not get a job even if they ever become able to work because 
no employer would hire them. At this time we have about 5 percent of ow 
able workers unemployed. Otherwise, the Government should guarantee the 
old people jobs so that they can qualify for benefits. 

Recommenadtion : Work requirements should be waived in the case of persons 
over 65 years who have not acquired and been credited with an “insured” status 
Cr, they may be permitted to claim a disability status because they really are 
unable to work. At the least, they should be allowed to pay the equivalent 
social security tax so that they can register as qualified for benefits. 


INCREASED COVERAGE—PHYSICIANS 


The medical profession has been able to stay out of the social security system 
on one pretext or another. In effect they have been avoiding the payment of 
social security taxes amounting to millions of dollars each year. Over the years 
one group after another has been led into the ssytem, and because of that hit 
or miss treatment the social security fund has been deprived of billion of dollars 

Doctors need social security no less than other professional groups or self- 
employed persons. In a short period of a few months sometime ago several out 
standing leaders (from 35 to 53 years) in the profession of medicine presented 
tragic evidence that physicians can die young. These doctors left families be 
hind them, in some cases a wife and four children and aged parents, presumably 
not entitled to survivors’ benefits. Perhaps that is why both the Philadelphia 
County and Pennsylvania State medical societies voted overwhelmingly in favor 
of compulsory coverage. 

Recommendation: There should be no further delay in bringing physicians 
into the social security system. No special group should be permitted to stay ou 
of the system if it is to operate equitably for all citizens. More than $20 million 
per year would be paid into the fund if 150,000 physicians are included. 


ADEQUATE BENEFITS 


The minimum monthly benefits should be raised to $70 in order that the age 
would receive enough income to provide them with a suitable subsistence, They 
should receive enough for them to become consumers and purchasers of goods it 
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the quantity that will keep productive processes in motion. That procedure 
could be considered insurance against recessions, and the effect would be that 
the “aged” market might supplant the “foreign” market we might have difficulty 
holding in the future. +4 z 

Recommendation : Increase the minimum monthly benefit to $70 and also pro- 
vide that future benefits be adjusted to conform to any increases in the cost of 
living. 

MEDICAL SERVICES FOR THE AGED 

Every aged person should be entitled to medical services even though they 
may not be covered in the social security system. Otherwise, we will have the 
game inequities and injustices and hardships that have existed because of the 
lack of universal coverage. If all our old people received $70 per month in 
penefits, they would be able to pay for their own medical needs, except in certain 
severe and chronic illnesses when additional aid would be needed. 

Recommendation: The provisions for medical aid under H.R. 12580 are satis- 
factory and adequate to prevent hardship cases. It is inconceivable that any 
State would not participate in this program. 


LIMITATION OF TAX RATE 


The maximum social security tax rate should be considered 3 percent, as that 
would appear to be the point of diminishing returns, considering all-around 
effects. Any shortage in the fund to pay adequate benefits should come from the 
general tax funds of the Treasury because the additional benefits paid will gen- 
erate additional income and excise taxes to the extent of at least 25 percent. 

Recommendation : Do not increase social security tax above 3 percent. 


DetTrRoIT, Micu., June 30, 1960. 
Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

Would like to appear before committee to testify in support of legislation to 
provide health benetits to aged through contributory social security system. If 
personal appearance would delay completion of committee work, would you 
record in the committee record that I favor adding health benefits to the 
OASDI system. 

LEONARD 8S. ROSENFELD, 
General Director, Metropolitan Hospital and Clinic. 


U.S. SENATE, 
June 28, 1960. 
Hon. Harry F. Byro, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

Deak SeNaToR Byrp: The purpose of this letter is to express my special inter- 
est in a small bill which I have cosponsored with Senator Hastland, S. 2903, 
which would deem teachers in the State of Mississippi to be employees of the 
State for purposes of title 11 of the Social Security Act. 

This legislation is necessary to implement an agreement which has been 
worked out between the State of Mississippi and the Social Security Adminis- 
tration to include these deserving State employees under title II of the act. 

I have been advised that this bill has the full approval and support of the 
Department of Health, Education, and Welfare and the Bureau of the Budget. 
I hope that your committee will favorably report S. 2908 or include it as an 
amendment to a committee bill. 

Your consideration of this request is deeply appreciated, and if you need addi- 
tional information, please let me know. 

Sincerely yours, 
JOHN STENNIS. 
[S. 2903, 86th Cong., 2d sess. ] 


A BILL To deem teachers in the State of Mississippi to be employees of such State for 
purposes of title II of the Social Security Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That for purposes of the agreeemnt under 
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section 218 of the Social Security Act entered into by the State of Missisgj 
with the Secretary of Health, Bducation, and Welfare, services of teachers 
such State performed on and after March 1, 1951, and prior to October 1, 1959 
shall be deemed to have been performed by such teachers as employees of the 
State. The term “teacher” as used in the preceding sentence means— 

(a) Any licensed teacher, librarian, registrar, supervisor, principal, or Super. 
intendent, who is principally engaged in any one or any combination of, the 
above-mentioned educational and/or administrative capacity in the public 
elementary, and high schools of this State; and ' 

(b) County superintendent of education, county school supervisor, principal 
of any county or municipal public school and the employees in their Offices; and 

(c) Any licensed teacher engaged in any educational capacity in any day 
or night school conducted under the supervision of the State department of 
education as a part of the adult education program provided for under the laws 
of Mississippi or under the laws of the United States of America. 





STATEMENT BY CHARLES I, SCHOTTLAND, DEAN, FLORENCE HELLER ScHOoL Fog 
ADVANCED STUDIES IN SoctIAL WELFARE, BRANDEIS UNIVERSITY 


Mr. Chairman and members of the committee, I welcome the opportunity 
afforded to me by this committee to file a statement of my views on the subject 
of medical care for the aged. 

By way of identification, I was Commissioner of Social Security from July 
1954, having been appointed to that position by President Eisenhower, to Decem- 
ber 1958, when I resigned to become dean of the Florence Heller Graduate 
School for Advanced Studies in Social Welfare at Brandeis University. Prior 
to that time, I was director of the California Department of Social Welfare to 
which position I was appointed by the then Governor, BHarl Warren. 

Since 1927, when I entered the social welfare field, I have frequently been 
engaged in programs involving medical care for the aged, and it is out of this 
experience and study that I have come to some of the conclusions which I am 
setting forth today. 

My statement today will be brief because I think both the problem and the 
solution can be briefly stated. 

THE PROBLEM 


The problem is an easily stated one although one of gigantic proportions. The 
aged in the United States are increasing rapidly. Today we have 16.0 million 
persons over 65. Tomorrow at this time there will be 1,200 more such persons 
since that is approximately the daily net increase. But it is not only a question 
of large numbers of persons over 65. Because of the improvements in medical 
care and in our standards of living, more persons are living to a ripe old age, 
Of all persons 65 and over, more than one-third have passed their 75th birth- 
day. One in seven is in the eighties, and most of them are women; the women 
exceeding the men by nearly 120 to 100. There are, I understand, more than 5,00 
persons in the United States over 100 years of age and some of them are actually 
working and paying their social security taxes. 

With old age have come the usual diseases of age and senility—diseases 
which are long in duration and chronic illnesses which frequently required 
expensive care in hospitals. 

INCOME OF THE AGED 


Any casual analysis of the income position of the aged in the United States 
reveals the very simple truth that by and large the aged in this country cannot 
afford to pay for expensive medical care. Sixteen percent of the aged receive 
old-age assistance which means that they meet very strict standards of need. 
Another million aged persons are receiving pensions because of the death of 
retirement of a Government employee or railroad worker and almost a million 
are receiving Veterans’ pensions because of previous military service. In 1 
and 1957, three-fifths of all people 65 and over had less than $1,000 in money 
income. The situation today remains substantially the same. Only one-fifth 
had more than $2,000. Of old couples with a husband age 65 and over, almost 
half had cash incomes of less than $2,000 in 1956. Half of the aged persons 
living alone or with nonrelatives had incomes of less than $900. Even this small 
income is not reasonably certain since much of what goes into these averages 
comes from employment and other sources which decrease as age increases. Al 
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most half (45 percent) of the total income of the aged comes from income 
maintenance programs, primarily social security and other public programs. 

The problem is simply stated. When the aged have expensive hospitalization 
or nursing home care frequently amounting to as much as $20 to $30 a day or 
more, they simply are unable to meet this unusual and expensive medical care 
pill. While I was Commissioner of Social Security, the Social Security Admin- 
istration conducted a survey of the OASI beneficiaries in 1957. This revealed 
that among the aged couples 52 percent had medical bills of more than $200 
a year; of the single persons, one-third had medical bills of more than $200. 
Relate these figures of medical expenditure to the limited income of the aged 
and the problem is clear—the aged in the United States do not have sufficient 
income to meet the mounting costs of hospitalization or other long-term care, 


THE SOLUTION 


What is the solution to the problem? In the United States we have developed 
one of the highest standards of medical care in the world. Our physicians, our 
dentists, and other members of the healing arts professions have combined to 
give us a system of medicine equal to any. We have learned much about the 
prevention, diagnosis, and treatment of disease, and I think that the medical 
professions and allied medical groups can take just pride in what they have 
accomplished, and the contributions they have made to our American society. 
But the prevention, diagnosis, and treatment of disease is one thing, and the 
economic arrangement under which persons are able to purchase medical care 
jsanother. The former is the province of the physician and the allied medical 
professions. The latter is the problem of all of us. 

Medical care today in the United States is just like any other commodity. It 
is available to those who have the purchase price. If they do not have the 
purchase price, some may obtain such commodity by going on relief. 

Now there are only a few alternative methods of obtaining the funds necessary 
to purchase medical care. Let me explore with you these several methods. 

(1) The individual.—The traditional method of paying for medical care is 
that of payment through the individual’s resources. For many aged, this can 
result in an excellent medical care program. But as already indicated in the few 
figures I have presented on the income status of the aged, very few can afford 
extensive hospitalization or nursing home care. For the average aged person, 
an occasional doctor’s bill or dentist's bill or an occasional pair of glasses or 
drugs may be met from his income or other resources. But for the vast 
majority the payment of hospital bills or extensive nursing home care is out 
of the question. We, therefore, must become reconciled to the fact that pay- 
ment of medical bills by the individual will not take care of the rank and file of 
aged people. 

(2) Voluntary organizations.—A second method of handling the problem would 
be through philanthropic medical and social welfare agencies. Private hos- 
pitals have provided yeoman service in giving medical care to the indigent of 
our country, but they have reached the point where they are no longer able to 
serve the increasing aged population. I hope that voluntary effort through 
hospitals, social welfare agencies and other such groups will continue, that the 
sources of funds for such voluntary effort will increase, and that they will con- 
tinue to make their contribution as voluntary agencies to the solution of this 
dificult problem. But I think that the representatives of these voluntary agen- 
cies engaged in medical care would be the first to admit that they are in no 
position to make substantial increased contributions to the medical care costs 
of the 16 million aged in the United States. 

(3) Public assistance—A third method of taking care of the problem would 
be to provide a very extensive system of public relief or public assistance for 
persons who cannot pay the medical care bill. This year, almost a half billion 
dollars will be spent by Federal, State and local communities to care for the 
medically indigent through public assistance and other programs. Many per- 
sons receiving old age assistance are receiving old age assistance almost en- 
tirely because of their medical care needs. In other words, were it not for 
medical care bills, these aged would be self-supporting or living on their old 
age and survivor’s insurance benefits. I wonder how many Americans feel that 
itis sound practice to force a person to go on public relief in order to receive 
medical care. It seems to me that this is unsound in theory and is not in 
accordance with American tradition. Furthermore, public assistance is a State 
program. In many States, persons without income will not qualify because of 











400 SOCIAL SECURITY AMENDMENTS OF 1960 


other assets such as real property. In some States, the aged do not qualify 
until they have been in residence for 5 years; and a variety of other restria 
tions makes it impractical to think of public assistance as an answer to the 
problem. 

(4) Voluntary insurance.—Another approach to the problem would be through 
voluntary insurance. There is no question that voluntary insurance for the 
aged has made tremendous progress in the United States. The voluntary pre. 
payment of hospital and medical costs has won wide acceptance and today, some 
72 percent of the total population are covered by some form of hospitalization 
insurance. I believe that the insurance industry has made a yeoman effort 
to make a contribution to the solution of the problem of costs of medical cape 
aomng the aged. In the past few years the percentage of aged with some 
form of medical insurance has risen rapidly. In the 1957 survey previously 
mentioned 43 percent had some insurance protection and today it is probably 
about 48 percent. 

There is no question in my mind that voluntary insurance can make an eyep 
bigger contribution to this problem and that it will continue to do so. There 
is also no question in my mind that it cannot be the answer to the total prob- 
lem of medical care for the aged. The reasons will be presented to this com. 
mittee by others and it is not necessary to labor them here. The high cost of 
medical care for the aged; the fact that many aged will not be able to afford 
the premiums; the fact that many aged are such poor risks that the premiums 
would be very high; the numerous exclusions; the inability of many voluntary 
insurance programs to carry persons into their eighties and nineties—these 
and many other factors militate against any voluntary insurance program pro 
viding comprehensive medical care coverage for the aged. Furthermore, yolun- 
tary insurance cannot finance, without extremely higher premiums the many 
millions already aged and received medical care 

(5) Grants-in-aid to assist the medically neediy;—Now before this committee 
are a variety of proposals for grants-in-aid to the States to assist aged who 
may not qualify for old age assistance but whose income is insufficient to pay 
for medical care. Presumably the States would match Federal grants with 
State and/or local funds, establish eligibility standards more liberal than those 
applying to old age assistance, and set forth the type of medical care programs 
to be provided. 

It is my considered opinion that such grant-in-aid proposals make little con- 
tribution to a solution of this vexing problem of medical care for the aged, 
Many States do not even have a medical program for old age assistance recipi- 
ents, or if they do it is very meager and inadequate. If these States will not 
establish a program for their most needy, it is not likely that they will do so for 
those whose income is high enough to disqualify them for old age assistance, 
Furthermore, such proposals proceed in the wrong direction. Our efforts should 
be directed to helping people out of their distress; not in devising new programs 
to help them in distress on the basis of a means test. These proposals are noth 
ing more than another relief program, setting forth a means test to apply to per 
sons who do not need or desire relief. Should we foster a program which forees 
elderly people to undergo a means test because they cannot afford expensive med 
ical care? I do not believe this can ever be a satisfactory solution. It is m 
necessary, undignified, contrary to those values which we hold so dearly as 
Americans, and in the last analysis, it will not work. Even some of the prope 
nents of such grant-in-aid, modified-means-test proposals concede that many 
States will not be interested in adopting it. 

The various modifications proposed to these five methods likewise will not 
solve the problem—public subsidy to voluntary insurance plans, grants to hos 
pitals for various services—these and many other proposals are stop-gap mea* 
ures which do not offer satisfactory solutions. 

(6) Social insurance.—It seems to me that the solution to this problem is 
clear. We have developed in the United States a method of insuring against 
widespread social risks. We have insured against industrial accident through 
workmen’s compensation: we have insured against old age through old age, sur 
vivor’s and disability insurance; we have insured against total and permanent 
disability through this system, and we have insured against the contingency of 
death of the wage earner. We have also insured against the contingency of uw 
employment through unemployment insurance. In four States in the Union, we 
have insured against temporary disability or sickness. All of these have beet 
done through the mechanism of social insurance. 
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The social security program has become thoroughly accepted by the rank and 
file of the people of this country as it has by the rank and file of the people of 
ractically every western industrialized country in the world. It is a sound 
method of insuring against certain risks and it is in the tradition of American 
values in that it provides for saving during a person’s working and productive 
years So that when the contingency insured against arises, the person will be 
able to take care of his problems. 

Anumber of proposals in bills before this Congress embody medical care pro- 
grams based upon this principle of social insurance. The use of the social insur- 
ance mechanism provides an opportunity through a relatively small payroll tax 
(a tax which I believe the American people are willing to pay) to finance the 
program contemplated. 

Iam not impressed with many of the arguments against the proposals to 

fnance medical care for the aged through social insurance. The charge of social- 
ied medicine is not a valid one. The use of the social insurance principle to 
provide economic arrangements under which medical care bills will be paid has 
nothing to do with socialized medicine. There is no proposal here for the estab- 
lishment of Government hospitals or doctors employed by the Government to 
treat patients. There is nothing here to disturb the traditional patient-physician 
relationship. When workmen’s compensation was first introduced into the 
United States, the same arguments were used against it as are now used against 
these present proposals. It was said at that time that it would destroy the phy- 
sician-patient relationship and introduce socialized medicine into this country. 
Certainly, this has not occurred because of workmen’s compensation. What has 
occurred is that workmen’s compensation has made it possible for the injured 
workmen to obtain medical care and for the employer to be safeguarded from 
suits for injuries on the job. In the four States that provide benefits for tem- 
porary disability-—-namely, New York, Rhode Island, New Jersey, and Califor- 
nia—such program has not constituted any threat to the traditional American 
system of medical practice. 
‘Asa matter of fact, the use of the social insurance mechanism would not pre- 
vent the Secretary of Health, Education, and Welfare from developing arrange- 
ments with existing organizations such as Blue Cross or with existing hospitals 
to pay for the cost of medical care to such hospitals in exactly the same way 
that Blue Cross now reimburses such hospitals. 


CONCLUSION 


In my experience I have run across numerous tragedies among the aged 
because of the high cost of medical care. I have seen persons who saved for 
their old age, who owned their homes and had substantial assets, reduced to 
destitution because of prolonged illness; I have seen persons go on relief who 
had always been self-supporting until they reached their seventies and eighties 
and medical costs forced them to seek public assistance. I do not believe that a 
society such as ours, conscious of its medical needs, cannot afford good medical 
care without such hardship and humiliation. In the distant past, men fre- 
quently resigned themselves to such a situation. But today our people have 
made the discovery that there is a way to insure against various social risks; 
namely, through the device of social insurance—a device that is now keeping 
nillions of Americans from the hardships and poverty which otherwise would 
have come because of unemployment, old age, death of the wage earner, dis- 
ability or industrial accidents. The problems of medical care for the aged are 
national problems in which all citizens have an interest. The Congress has it 
in its power to make a contribution to the solution of the financial aspects of 
these problems through financing a program in the same manner now used to 
finance cash benefits to the unemployed, aged, widows, surviving children, and 
disabled. The machinery of social insurance has proved successful and has 
been administered soundly, efficiently, and economically in connection with old- 
age, survivor’s, and disability insurance. In other democratic and free coun- 
tries, the extension of this principle to medical care has been found successful. 
It does not involve any fundamental change in the physician-patient relation- 
ship. It would be the beginning of a solution to this very vexing problem, and 
I respectfully express the hope that the members of this committee, after due 
deliberation and the weighing of all of the testimony and evidence, will give to 
this approach to the solution of the medical care problems of the aged, the same 
favorable consideration which they have given to other social insurance pro- 
srams which have been approved by this Finance Committee of the Senate of 
the United States. 
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U.S. SENATE, June 28, 1969 
Hon. Harry F. Byrp, ; 


Chairman, Finance Committee, 
U.S. Senate, Washington, D.C. 

Dear SENATOR Byrp: Permit me to submit for your consideration the attache 
communications which have come to me from the public employees retirement 
system of Ohio with reference to H.R. 12580, the omnibus social security bill 
which is presently pending before your committee. 

You will note that concern is expressed over the possible amending of the bill 
in your committee to permit what is known as the divisional method of yoting 
on social security. 

Interest is also expressed in the passage of an amendment which wonld pro- 
vide that at the option of the public employee who is covered by a statewide re 
tirement system, but not covered by social security, he could secure such socig) 
security coverage as if he were a self-employed person. 

I hope your committee will give careful consideration to the views expressed 
by the public employees retirement system of Ohio when this legislation comps 
up for official action. 

With kindest regards, I remain, 

Sincerely yours, 
FRANK J. LAvscne, 


PusLic EMPLOYEES RETIREMENT SYSTEM OF ONTO, 
Columbus, June 16, 1960. 
Mr. Ray M. WHirteE, 
Secretary to Senator Frank J. Lausche, 
Senate Office Building, Washington, D.C. 

Deak Ray: It was good to see you and Joe on June 3. Too, I want to express 
to both of you again my appreciation for seeing me even though I had not had 
an opportunity to ask for an appointment. 

Incidentally, through the assistance of some of our friends over in the Honse 


we were successful in having deleted from the pending social security legisla. | 


tion the amendment which was so objectionable to our people and to public em- 
ployees in several other States, particularly Illinois, Colorado, and California, 
The amendment was another “back door” attempt by the social security staff and 
a smal! minority group in these States, including Ohio, to slip social security 
coverage in for a handful of public employees over the objection of the over- 
whelming majority. 


Here is how it would have worked. It is known as the “divisional” method | 


of voting on social security. The explanation (by the proponents) sounds fair 
enough—but. It goes like this—all public employees in a given State (any of 
the 50) would be given an opportunity to vote on social security coverage and 
those who want it get it and those who don’t stay in the local retirement sy- 
tem. This is the fair-sounding part. But—if there are 156,000 public employees 
in the State (as there are in PERS in Ohio) 1,000 or 100, or theoretically just 
1 affirmative vote could affect the future equity of the other 155,000 plus. Why? 
Because the joker is that while currently only the 1,000 or 100 or 1 who voted for 
social security coverage would be covered, however the social security law 
would bind all future entrants into social security instead of into PERS. Conse 
quently, in future years fewer and fewer employees would be covered by PERS 
and more and more employees would be covered by social security. Too, more 
and more (as the rates advance and as more employees are covered) of the 
employers’ payments would go to social security instead of to our system. 

The only possible end result would be an ever-increasing weakening of ow 
financial structure and the complete loss of our greatest asset, actuarial sound 
ness. The only offset to this destruction would have been to sock the taxpayers 
of Ohio some $15 million per year (currently—in 1969 or sooner if the rate 
advance, as most certainly they will, the cost would be above $22 million) by 
adding social security coverage on and above the present PERS plan. No 
only that but if it was added for our people the school teachers and schoo 
employees in Ohio would demand equal benefits and boom, the cost would 
double. 

So, I think you and Joe and the Senator can understand why we were so intent 
on eliminating the cancer in the House. Undoubtedly we will have to guar 
against the reinsertion of the amendment in the Senate Finance Committe 
when the bill gets over there. 

Yours very truly, 
Frep L. SCHNEIDER. 
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PusLic EMPLOYEES RETIREMENT SYSTEM, 
Columbus, Ohio, June 16, 1960. 
supplemental Memo No. 1. 
Jo; Mr. Ray M. White. 

As I explained to you and Mr. Scanlon in your office on June 3 we (the three 
State retirement systems—Teachers, School Employees and Public Employees— 
here in Ohio) together with large groups of public employees in other States are 
interested in one phase of social security legislation. We feel an amendment 
inserted in H.R. 12580 (the omnibus social security bill which in some form now 
gems certain of passage at the current session of Congress) in section 218(d) 
would provide an equitable and working solution to the problem of social security 
coverage for public employees, which has been with us in almost every session 
of Congress since 1045. 

This amendment simply would provide that at the option of the public em- 

yee who is covered by a statewide retirement system but not covered by social 
security could secure such social security coverage as if he were a self-employed 

son. This would mean two things: 

First—That only those who were interested would apply for coverage and would 
pay both the employee and the employer cost. Just as he would if he wanted to 
go out and buy an annuity. 

Second—That the employer would not be saddled with this extra and ever 
increasing cost. Nor would the actuarial soundness of the System and the equity 
of the thousands of members be threatened. 

Now, we know the Social Security staff will cry discrimination and malarky 
about unfair selection. I say “‘malarky” because if ever there is “unfair selec- 
tion” the “divisional” voting proposal is exhibit A. Too, the history of social 
security legislation is full of far worse examples of adverse selection. 

As Lam certain you understand we shall hope to get the amendment to per- 
mit public employees to be considered as self-employed for social security cover- 
age purposes included in H.R. 12580 when it is up for consideration by the Senate 
Finance Committee. At that time we hope you and Senator Lausche will sup- 
port and guide our actions. 

In order to give you some further assurance that there is substantial support 
for this self-employed status amendment I am attaching a photocopy of a resolu- 
tion passed on June 4 by the National Conference on Public Employees Retire- 
ment at its annual Conference at the Manger Hamilton Hotel, Washington, D.C. 
Membership in the National Conference includes the retirement administrators of 
public employees in more than 40 of the States. 

Cordially yours, 
FRED. 


NATIONAL ASSOCIATION OF STATE RETIREMENT ADMINISTRATORS 


As you can see here is a national organization which is the largest group of 
retirement systems interested in the two phases of the Social Security Act men- 
tioned in my letter. 


CoMMERCE & INDUSTRY ASSOCIATION OF New York, INC., 
New York, N.Y., June 29, 1960. 
Hon. Harry F’. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, 
Washington, D.C. 

Deak SeNaTOR Byrp: Yesterday we sent you the following telegram on H.R. 
12580 because reports indicated your committee was considering this legislation 
only in executive session : 

“Although we are not in accord with every provision of H.R. 12580, as passed 
by thte House of Representatives, we favor on balance enactment of this legis- 
lation. We remain, however, unalterably opposed to a compulsory medical care 
program of the Forand type.” 

Since public hearings now are planned, we respectfully request that the fol- 
lowing additional views of this association on this important subject be placed 
in the record for consideration by your committee. 

As has been stated, we favor on balance H.R. 12580 as passed by the House. 
We are firmly opposed, however, to mandatory legislation, financed through 
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an increase in social security taxes, providing medical care for the aged. 
reasons follow: 

Mandatory health insurance would not bring about an increase in either the 
quality or the quantity of medical care now available. The threat of regulated 
medicine inherent in such legislation would discourage promising Candidates 
from preparing for the medical profession, thereby aggravating the shortage of 
doctors and slackening the advances that have been so characteristic of free 
medicine. 

Emphasis has been placed upon the high cost of medical care and the small 
cash income of the aged. Actually low cash income alone does not necessarily 
prove inability to pay. A 1957 survey by the Health Insurance Foundation 
indicated 88 percent of the aged reported that they could pay a medica] bill 
of $500. In the same year, half of the OASI beneficiaries had medica) gy. 
penses of less than $100 and 88 percent less than $500. 

Furthermore, the number of old people who have resources to meet their 
medical expenses is increasing by reason of the ever-expanding voluntary mej. 
cal care plans for the aged which are provided by Blue Cross-Blue Shield 
individual and group insurance policies of private companies and group pra 
tice plans. With so many able to take care of their own requirements it seems 
unnecessary and wasteful to provide benefits for all regardless of need. 

Few realize the amount of medical care of the aged now financed by yariogs 
levels of government. The Federal-State assistance program, hospital cap 
paid for by State and local governments outside the assistance program, the 
Veterans’ Administration medical program and the medical expense deduetin 
under the Federal income tax law currently benefit 5 million aged at a totg) 
annual cost of $900 million. When we add the free care provided by doctor 
and various charities, it is hard to believe that there are many aged who neg 
medical care they cannot obtain. 

As many qualified actuaries have testified, the Forand or similar type bills 
proposing an increase in social security taxes on both employers and employees 
appear not to have adequately judged the cost of services to be provided, evep 
in the first year of operation. Undoubtedly, these costs would increase gy)- 
stantially with the passage of time because (a) there would be more eligible 
OASI recipients and (b) the availability of free hospital service would ip 
crease its use, often as a convenience rather than as a necessity among agel 
persons. Experience in Canada and Britain indicates that utilization rate 
might increase by 50 to 60 percent. Furthermore, any program of health bene 
fits for all social security beneficiaries will entail, of necessity, substantial ip 
creased taxes on active employees. How long will active employees be wil- 
ing to carry such an increasing tax burden? 

Finally, we believe that the OASI program should not provide services— 
that the individual should be left free to apportion his own resources betwee 
food, clothing, shelter, medical care and other requirements. In our system 
of individual freedom of the citizens to determine his own economic welfare, 
the Government should provide assistance only where demonstrated individwl 
need makes help imperative. In those instances where the aged individul 
finds himself in need, the Federal-State assistance program will come to bi 
aid. 

If medical care is made “free” for any age segment of the population, We 
will have taken a significant and irreversible step toward similar medical car 
for the entire population. Government management of the financing of met 
cal care, no matter what name may be given to the scheme, is in fact a log 
step toward socialism itself. 

Accordingly, Commerce and Industry Association strongly urges that 
affirmative action be taken on any mandatory health insurance legislation bu 
that H.R. 12580 as passed by the House of Representatives be enacted. 

Sincerely yours, 


Our 


RAupnu CC. Cross, General Manager. 
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CLARKSBURG, W. VA., March 17, 1960. 
pe the Forand bill (H.R. 4700). 


Hon. HARRY FLoop Byrp, 
Chairman, Senate Finance Committee, 
genate Office Building, Washington, D.C. 

HonorABLE Sik: You now have before you the controversial Forand bill and I 
would like to, if I may, call your attention to a few facts with which, no doubt, 
ou may already be familiar. 

The annual income of the Nation’s older population, those 65 and over, has in- 
creased by at least $6 billion in the aggregate since the midfifties to the neigh- 
porhood of $30 billion, a rate of growth in keeping with the general rise and 
income levels and the progress of the economy during this period. There are 
some 15 million persons 65 and over as against 1344 million in 1954. 

Iam approaching retirement and, in fact, in about 2 more years will be eligible 
for retirement and during my lifetime I should have been able to save a sub- 
stantial amount of money for retirement but because of the confiscatory taxing 
situation which the American public has forced upon them by the politicians, 
Iam unable to retire when I should be enjoying the sunset years of life. 

Now we have another bill before us (H.R. 4700) which will only burden the 
American tax people with further unnecessary taxes. 

Here’s a segment of the population with income of $30 billion and the politi- 
dans in Washington want us to further augment that income by furnishing them 
with free hospitalization, medical, nursing home, and surgical benefits. My ques- 
tion is this: Why should one segment of the population be subsidized at the ex- 
pense of the rest of the population, and in connection with that, I’m now thinking, 
not only of this legislation, but also the farm subsidies which, is my estimation, 
isa crime and a disgrace. 

The income figures in connection with those over 65 disclose an outstanding 
area of growth in the classification of pension plans and individual annuities. 
Annual benefits paid under these programs, insured and not insured combined, 
almost doubled in the 1954—58 period, rising from approximately $800 million in 
194 to an estimated $114 billion in 1958. The number of pensioners 65 and over 
under private plans was around 1% million in 1958. 

Public programs backed by the taxing power also experienced a marked growth 
in the 1954-58 period. Benefits under these programs increased from $5.9 billion 
in 1954 to a range of $10.5 billion to $11 billion in 1958. The major element is 
old-age and survivors benefits, representing about three-fifths of the total. The 
other programs are railroad retirement, government employees retirement, vet- 
erans programs, and public assistance. 

Individual savings and investment programs are contributing a large sum to 
the income of the 65-and-over group. The 1959 total here was estimated at a 
range of $3.5 billion to as hight as $8 billion from interest, dividends, rents, and 
so forth, as compared with under $4 billion in 1954. 

The American taxpavers are presently committed to expenditures of over $1 
trillion, One-fourth of the total, or upward of $250 billion, is marked for pay- 
ment of the present social security obligations. The fastest growing item in 
Feaerai spending is not defense but social welfare programs, which have been 
increasing at the rate of $1 billion a year since 1953. 

Federal welfare spending will amount to more than $20 billion during the next 
fiseal year. For the year ending June 30, 1958, special welfare expenditures at 
all levels of government amounted to $44 billion, 10 percent of the national 
output. 

I'm of the old school. I believe the people should support the Government 
and not the Government the people. 

Another point that I would like to make is the fact that this proposal to raise 
social security benefits would put an unfair tax burden on wage earners, and 
ultimately would reduce American's power to advanced living standards for 
everyone, Frankly, I do not believe that these over-age-65 people need aid and 
assistance from the U.S. Government. They are, of course, indigents. We will 
always have indigents in our population, and they are being taken care of by 
the States, counties, and cities to the tune of many billions of dollars every year. 

There's no doubt in my mind but what the Forand bill, if passed, will simply 
be an opening wedge or crack in the door for eventual socialized medicine. 

We hear on every hand about creeping socialism. In my opinion, it is no longer 
creeping, it has now reached a gallop and apparently the two old parties, the 
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Democrat and Republican are trying to outdo each other in giving away their 
American taxpayers’ hard-earned dollars. 

Summing this up you can only reach one conclusion and that is the fact that 
the politicians in Washington are indirectly trying to buy votes with these hang 
outs and what a shameful and shocking situation where the Senate and Gop. 
gress are trying to perpetuate themselves in office at the expense of the taxpayer 
and also with the possibility by adding these burdens to the Social Security Act 
may eventually cause its complete collapse. 

I wonder if the Senate and the Congress of the United States realize that in 
10 more years without any additional burdens being placed on the workers of 
this country, they and their employers will be paying 9 percent of the totgj 
wages earned simply to keep social security in the black. When we start ad 
such bills as the H.R. 4700 and 200 or 300 others which are floating around the 
Senate and House floors to this already staggering take from the taxpayer you 
can readily see that in another 10 or 20 years we may be paying as much ag 
15 to 25 percent to the social security fund. 

We earnestly solicit your good help in defeating this class legislation. 

Very truly yours, 
S. Franx Srtovr, 


BROOKLYN BuBEAU OF SOCIAL SERVICE AND CHILDREN’S Arp Society 
Brooklyn, N.Y., June 24, 1960, 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 
DeAR SENATOR Bykp: We are writing to express our strong conviction that any 
legislation for the inclusion of health benefits for the aged be incorporated within 


the existing framework of the Social Security Act’s Old-Age, Survivors, and | 


Disability Insurance system. 


Any other arrangement seems to us to be wasteful and in the long run wil | 


defeat the objectives of such legislation. 
We would appreciate your incorporating our statement in the official record 
of any hearing on the matter that the Senate Finance Committee may hold. 
Sincerely yours, 
FRepDERIcK I. DANIELS, 
Executive Director. 


AMERICAN HospITaL ASSOCIATION, 
Washington, D.C., June 21, 1960, 
Hon. Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 


Dear Senator Brrp: We are concerned about the provisions of H.R. 1258) 
which would remove the exemption of medical interns from the provisions a 
the Social Security Act. As you know, there were no hearings on this bill in 
the House, and so far as we are aware there has been no consideration of the 
fact that such interns are primarily students. The proposed coverage of self 
employed physicians is not, we believe, sufficient reason to extend such coverage 
back into the educational period which precedes active practice—which in maty 
States, indeed, is a prerequisite to licensure to practice. 

Much effort has been devoted to maintaining and developing internship pre 
grams as a part of the educational process, with the American Medical Associt- 
tion prescribing educational standards as a condition for its approval of 
internships. Though admittedly there is an element of service in the approved 
internship, we believe it is and should be wholly incidental to the educational 
aspects. The internship is the period in a physician’s education when he fe 
ceives his basic instruction in patient care; it is an indispensable part of his 
education and of his preparation for practice. We believe that denominating 
this period as primarily one of employment, and subjecting the small stipend 
to an employment tax would jeopardize the educational focus which we think 
is so important to maintain. 

We would accordingly urge the deletion of subsections (c) and (g) of sectio 
104 of H.R. 12580 (p. 46, lines 5 and 6, and p. 47, lines 21 and 22, of the bill # 
introduced). 

Sincerely yours, 
KENNETH WILLIAMSON, Associate Director. 
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AMERICAN HOSPITAL ASSOCIATION, 
Washington, D.C., June 29, 1960. 
fon. HARRY Fioop Bykp, 
Chai Senate Finance Committee, 
senate Oppice Building, Washington, D.C. 
Deak SENATOR Byrp: Thank you for your acknowledgment of my letter to 
of June 21 in regard to H.R. 12580 and the particular provisions of that 
pi] which would renove the exemption of medical interns from OASDI cover- 
| reiterate our hope that your committee will delete these provisions from 
oe is one other provision of this bill upon which we would like to com- 
nent, This is title VI entitled “Medical Services for the Aged.” 

this provision is in accord with two principles long advocated by this as- 
geiation, The first of these is the earmarking of funds to be spent for health 
grvices to needy groups, through the method of vendor payments, so that such 
funds are not administered in competition with funds needed to meet the other 
necessities of life of such persons. We believe that this approach is likely to 
improve health planning for the recipients and will prove an important means 
of encouraging even greater responsibility on the part of the State and local 
health agencies in relation to the services to be provided. Thus, improvement 
in the quaiity of care rendered should result. 

This association has also long advocated that recognition be given to the 
need for financial assistance in meeting the health care costs of many individuals 
who do not need assistance for their normal expenses of living. This refers 
to the group usually called the medically indigent. We are pleased that the 
hill also would provide further Federal matching to States which improve their 
health care programs for the indigent aged. 

We believe that title VI of H.R. 12580 would further encourage States to 
develop programs making health services available to the medically indigent as 
well as the indigent among the aged. 

We would appreciate your including this letter in the record of your hearings 


on the bill. 


Sincerely yours, ; ’ 
KENNETH WILLIAMSON, Associate Director. 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington, D.C., June 27, 1960. 
Hon. Harry Fioop Byrp, 
Senate O,.ce Building, 
Washington, D.C. 

Deak SENATOR BYrp: We write in support of legislation which would utilize the 
social security system to provide medical insurance for the aged—the principle 
contained in H.R. 4700, sponsored by Representative Forand, and S. 3503, spon- 
sored by Senator McNamara. 

As a group of physicians, our support for the Forand bill is dictated by a 
belief that social insurance against the costs of illness is in the best interests of 
the patient and the medical profession, as well as the Nation. 

The facts about the inadequate income and huge medical needs of older people 
have been presented in detail to congressional committees and are well enough 
known not to need repetition here. It is equally clear that private insurance 
plans are not, and cannot be, sufficient to meet the requirements of older people 
isa group. We have had enough experience with these plans to know that the 
“poor risk” designation of this group leads inevitably to inadequate coverage, 
«xorbitant premiums, cancellation of insurance, or a combination of all three. 

The medical and hospital costs of older people can be made self-supporting 
oly if they can be averaged out by level premiums over the adult lives of the 
instired and the risk distributed as widely as possible. For such a purpose, the 
OASDI system is uniquely suitable. Use of the social security system is fair and 
equitable because no person can claim immunity from the need for protection 
against the infirmities of age, illness, and loss of income. 

Slation proposed by the administration, Senator Javits, and others as an 
alternative to the Forand approach is inadequate.and impracticable. These 
heastres would impose a means test as a prerequisite for coverage and would 
Place a large fineneing burden on States unable to meet it. The difficulties 

58387—60——_27 
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imposed by widely dispersed private administration of the plan and the negg 
negotiate contracts with a multitude of insurance carriers are overwhelming 
and unnecessary. 

As physicians, we approach this as a problem of health. The prime Objee. 
tive of a health program for any part of the population is to keep people well 
out of the hospitals, and to meet their medical needs fully as they arise, Under 
present conditions of neglect, patients often receive attention only in emergencig 
when medical treatment may prove least effective and the drain upop the 
resources of hospitals is a serious threat to the quality and availability ¢ 
needed services. 

In this respect, the hospital coverage provided by the Forand bill, while per. 
haps a necessary first step, is by no means an adequate solution. If the empha. 
sis is to be upon preventive medicine, a workable program requires the inelusig 
of outpatient as well as inpatient services, nursing, and personal services in the 
home and measures for rehabilitation. Senator McNamara’s bill, which Places 
more emphasis on preventive medicine, thus is to be preferred. Investment jp 
such a program would be more than repaid in its contribution to the health an 
human resources of the Nation. 

We welcome the Forand-McNamara measures as a useful first step in meeting 
a paramount problem of our society, and we urge you to work for their Das 
sage. We feel confident that Congress will not permit itself to be immobilizg 
by slogans which were outdated when social security became a fact a quarte 
of a century ago. 

Sincerely yours, 

Herbert K. Abrams, M.D.. Medical Director, Union Health Seryige 
Inc., Chicago, Til.; E. M. Bluestone, M.D., New York, NY: Morn 
Brand. M.D., Medical Director, Sidney Hillman Health Cente 
New York, N.Y.; Allan M. Butler, M.D., Professor of Pediatrig 
Harvard Medics] School, Chief of Children’s Medical Servie 
Massachusetts General Hospital, Boston. Mass.: Martha M. Blio 
M.D., Professor of Maternal and Child Health, Emerita, Haryar 
School of Public Heslth, Cambridge, Mass. : Frank F. Furstenberg 
M.D., Medical Director, Outvatient Department, Sinai Hospital ¢ 
Baltimore, Md.; Palmer H. Futcher, M.D., Baltimore, Md: 
Franz Goldman, M.D., Associate Professor of Medical Car 
Emeritus, Hervard School of Public Health, New York, NY: 
Alan F. Guttmacher, M.D., Obstetrician & Gynecologist-in-Chie 
the Mount Sinai Hospital, New York: Manfred Guttmacher, MD, 
Chief Psychiatrist, Supreme Court Bench, Baltimore, Md.; Ursuk 
M. Hober, M.D., Chief, Denartment of General Practice, Womar’s 
Hospital, Philadelnohia, Pa.: Philip M. LeCompte, M.D. Path 
ologist, Foulkner Hospital, Clinical Assistant Professor, Harvarl 
Medical School, Boston, Mass.: Louis Le'ter, M.D., Chief of Medi- 
cine, Montefiore Hospital, New York, N.Y.: Edward C. Mazin 
M.D., President, National Medical Association, Washington, DC 
Raymond (. McKay, M.D., Associate Clinical Professor of Med: 
cine, Western Reserve University, Cleveland, Ohio: James Howarl 
Means, M.D., Professor Emeritus, Harvard Medical School, forme | 
Chief of Medical Services, Massachusetts General Hospital | 
joston, Mass.; Frederick D. Mott, M.D., Executive Directo 
Community Health Association, Detroit, Mich. ; Milton I. Roeme 
MD., Associate Professor of Administrative Medicine, Cornel 
Univers'ty, Ithaca, N.Y.: Leonard S. Rosenfeld, M.D., Metropol | 
tan Hospital, Detroit, Mich.; William A. Sawyer, M.D., Medial 
Consultant, International Association of Machinists, Washingt, 
DC.: Alfred S. Schwartz, M.D., Clayton, Mo. ; George Silver, MD, 
Chief of Social Medicine, Montefiore Hospital, New York, NJ. 
Benjamin Spock, M.D., Professor of Child Development, Westen 
Reserve University, Cleveland, Ohio; Park J. White, M.D, & 
Louis, Mo.: Ernst Wolff, Senior Pediatrician, Mount Zion How 
tal, San Francisco, Calif.; Harry Zimmerman, M.D., Chief 

’athology, Montefiore Hospital, New York, N.Y.; Marit 

Cherkasky, M.D., Director, Montefiore Hospital, New York, NY. 
Richord L. Ptey, M.D., Baltimore, Md.; Albert I. Mendeloff, MD. 
Baltimore, Md. 
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BELLAIRE, OHIO, June 29, 1960. 
Siem, Bonate Finance Committee, 
washington, D.C.: 
Would like to appear before committee to testify for health care for aged 
ugh contributory social security system. If committee schedule too busy 
for me to be heard would like this wire read into record. 
Dr. Murray B. Hunter, Bellaire Clinic. 


AMERICAN NURSES’ ASSOCTATION, INC., 
New York, N.Y., June 24, 1960. 
fon. Harry FLoop Byrp, 
Chairman, Committee on Finance, 
ps. Senate, Washington, DC. 

Deak SENATOR Byrp: In 1958, the House of Delegates of the American Nurses’ 
Agociation, recognizing that certain groups in our population, the aged, retired, 
and disabled, do not have adequate protection against the financial hazards of 
jliness, adopted a position supporting the extension of the social security system 
to include health insurance coverage for these beneficiaries of the program. In 
May of this year, in convention, the house of delegates emphatically reaffirmed 
this position. 

In 1958 and 1959, ANA testified on bills sponsored by Representative Forand 
(Democrat, Rhode Island), approving in principal the proposals in these bills 
but pointing out the need for including nursing benefits under social insurance 
and calling attention to the lack of standards for nursing homes and effective 
regulations to insure safe care. A copy of our 1959 testimony is attached to 
this letter and we request that both be included in the hearings you are 
conducting. 

We have been gratified that recent proposals introduced in the Senate have 
included nursing benefits and diagnostic, preventive, and rehabilitation services. 
We are also pleased that legislators are aware that the quality of care in nurs- 
ing homes needs to be upgraded substantially. 

In taking the position in support to the extension of social security to include 
health insurance coverage, the ANA indicated its concern for the health needs 
and related financial problems of many millions of Americans and its recognition 
that nurses have small incomes and on retirement will also be faced with the 
problem of maintaining a decent standard of living and securing needed medical 
care services. 

We believe that using the social security mechanism to solve the problem of 
financing health care is more reasonable, dignified, and appealing to the people of 
this country than a solution that requires the States to participate in what is 
another, and very limited, program of public assistance. 

Sincerely yours, 
Mrs. Jupira G. WHITAKER, R.N., 
Executive Secretary. 


STATEMENT OF JULIA ©. THOMPSON, WASHINGTON REPRESENTATIVE, AMERICAN 
NURSES’ ASSOCIATION 


The American Nurses’ Association is the national organization of over 190,000 
registered professional nurses in 54 constituent State and territorial associa- 
tions. As one of the professional groups deeply concerned with providing health 
care for the American people and as the largest single group of professional per- 
sons giving that care, we welcome this opportunity to present our views on the 
proposal before this committee. 

In the interest of society at large and in the interest of its members, the Ameri- 
ean Nurses’ Association has supported the Social Security Act and extensions 
and improvements in the contributory social insurance which it provides. In 
196, the ANA supported the eligibility of insured individuals over 50 years of 
age for disability benefits and at the same time supported the proposals for lower- 
ing the retirement age limit for women to 60. 

The American Nurses’ Association now supports the extension of contributory 
social insurance to provide health insurance benefits for the beneficiaries of old- 
age, Survivors, and disability insurance. The position of the ANA on the meas- 
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ure before you can best be stated by reading to you a resolution, approved by the 
ANA House of Delegates at its convention in June 1958: 5 

Whereas necessary health services should be available to all people in this 
country without regard to their ability to purchase ; and 

Whereas prepayment through insurance has become a major and an effective 
method of financing health services ; and 

Whereas certain groups in our population, particularly the disabled, retj 
and aged, are neither eligible nor able to avail themselves of voluntary health 
insurance: Therefore be it 

Resolved, That the American Nurses’ Association support the extension and 
improvement of the contributory social insurance to include health insurance 
for beneficiaries of old-age, survivors, and disability insurance; and be it fur. 
ther 

Resolved, That nursing service, including nursing care in the home, be jp. 
cluded as a benefit of any prepaid health insurance program. 

The benefits of modern medical science should be available to all citizeng of 
this country. Health services which are essential to social well-being are ey. 
pensive and likely to become more so in the years ahead. Without insuranee 
protection against the costs of illness, the disabled, retired, and aged must often 
depend on public relief in times of sickness. As the number of retired aged iy 
our population increases, a larger and larger financial burden for their medical 
care will have to be borne by the public. Certainly, insurance coverage against 
the costs of illness which may occur after retirement, which insurance can be 
paid for during the working years, would be less costly to the public than tax. 
supported public relief for health care—a dependency which is distasteful and 
degrading for citizens of this country. 

Insofar as it provides health insurance coverage for beneficiaries of old-age, 
survivors and disability insurance, ANA supports H.R. 4700. However, we wish 
to point out that health insurance, particularly for the aged, should be broader 
than coverage of the costs of hospital, nursing home and surgical services. With 
the increase in experimentation in outpatient clinies and the growth of home 
sare programs, we believe health insurance should cover such care as well, 
Home-care programs are particularly useful for the long-term illnesses of the 
aged, such as hesrt disease, cancer, arthritis—and the cost to the individual of 
such care should be covered by health insurance. 

Coverage also must include nursing care. Nursing is an essential component 
of modern medical care and must he available if the benefits of medical science 
are to be provided for the aged and disabled. Beneficiaries of any health insur 
ance should be insured against the costs of needed private duty nursing services 
no less than thev are insured against surgical costs. Coverage also should include 
publie health nursing care in the home as well as nursing home costs. 

An indication of the need for coverage of nursing care received by the aged is 
the amount of such care provided by visiting nurse associations. In the District 
of Columbia, for example, during the first 5 months of this year, 35 percent of 
the nursing care visits of the Visiting Nurse Association were made to patients 
over 65 years of age. Yet, according to the 1950 census, persons 65 and older 
made up only 7 percent of the district ponulation. 

A breakdown of cases seen by the Visiting Nurse Association of Houston dur 
ing 1 week in February 1958 shows that of the 366 nursing visits made, 272 were 
to persons 60 years of age and older, and 195 of these were to patients 70 and 
older. 

The Visiting Nurse Service of New York reports that in 1958, persons 65 years 
of age and older made un 25 percent of the natients of the Visiting Nurse Associa 
tion of New York and the Visiting Nurse Association of Brooklyn. These older 
patients received half of the 485,000 visits made by the nurses of these two 
agencies. 

We cite these examples merely as an indication of the extent of home nur 
ing care needed by aged persons. We believe such care will increase as more em 
phasis is nlaced on home-care programs and care of the chronically ill outside 
the hosnital. 

Recognizing the many problems involved, we urge the inelnsion of nursing 
service sa benefit of health insurance for beneficiaries of OASDT. The ANAS 
at this time, developing principles which shonld govern nursing serivces in pre 
paid medical cere plans which we will he anxious to share with this commilte 
or any administrative agency responsible for such a plan as soon as the stalt 
ment is completed. 
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At this time, we wish to call attention to the poor conditions prevalent in 
wrsing homes throughout the country. To provide a means of payment for nurs- 
home care through social insurance will not be enough. All groups concerned 
yith meeting the health needs of the aged in our population must work to raise 
the levels of care provided in nursing homes, the majority of which are proprie- 
gry institutions. 

We note that in H.R. 4700 a nursing home, to be eligible for payment under 
(ASDI, must be licensed according to the law of the State in which it is located. 
fofortunately, in many cases such State regulation is not adequate to insure 
afe nursing care in the homes licensed. 

Our concern in this matter is obvious, since nursing is the primary and 
largest service offered by these homes, and the nursing profession is responsible 
fr standards of nursing practice no matter where that practice is carried out. 

To protect both the insurance system and the beneficiaries, provisions for 
payment for nursing home services should clearly define the type of service to 
ie covered. Every precaution should be taken to prevent the financing of sub- 
dandard institutions through social insurance payments. 

We believe that the term “nursing home” should apply only to that facility 
shich provides skilled nursing care on a 24-hour basis under the supervision 
fa professional nurse. When a nursing home offers intensive and complicated 
wrsing care, requiring professional skill and judgment, it must be prepared to 
mploy professional nurses to give such service. We urge your careful considera- 
tion of the type of nursing home care which is to be covered by social insurance. 

Insurance protection against the financial hazards of illness in retirement is 
not now available to the majority of those who need it. Neither voluntary non- 
profit nor commercial insurance programs offer the needed protection at the 
est and method of payment possible for those living on a limited retirement 
income. Extension of the most universally held insurance, the old-age, sur- 
yivors, and disability insurance, would appear to be the most feasible method of 
providing this coverage. 

This committee must have a great deal of data from many sources on the 
ned for health insurance for our growing aged population. However, I would 
like to mention the situation which employees face in the hospital industry, in 
which the largest group of our professional nurses are employed. 

American hospitals employ a total of approximately 1,300,000 workers. This 
js more than major industries such as basic steel, automobile, and interstate 
railroads. More than one-half of these workers are employed in nongovernmen- 
tal hospitals. During 1956 and 1957, the Bureau of Labor Statistics conducted 
astudy of “Salaries and Supplementary Benefits in Private Hospitals” in 16 
metropolitan areas covering 400,000 full-time hospital employees. At the time 
of the study, fewer than half of these employees were covered by pension 
plans other than OASDI. In one city, the number of employees covered by 
tetirement plans in which the hospital participated was as low as 2% percent. 

This situation, coupled with the well-known fact that salaries in hospitals are 
low, means that the majority of these employees will be dependent, after re- 
tirement, on OASDI benefits for their income. With the low wages prevalent 
in the hospital industry and many nonprofessional workers earning less than 
the Federal minimum, these employees cannot save for retirement and will not 
beable to pay for health insurance after their retirement. 

I wish to thank the committee for this opportunity to present the views of 
the American Nurses’ Association on the extension and improvement of the 
Social Security Act. The ANA will be happy to furnish any additional informa- 
tion within the scope of its activities which the committee wishes to have. 


ASSOCIATION OF CASUALTY & SurETy COMPANIES, 
New York, N.Y., June 24, 1960. 
Re H.R. 12580, duplication of workmen’s compensation and social security dis- 
ability benefits. 

Hon. Harry F. Byrp, 
U.S. Senator, Senate Office Building, 
Washington, D.C. 

Deak SENATOR Byrp: The above captioned bill would, among many other 
amendments to the Social Security Act, considerably increase the area of dupli- 
tation of social security benefits and workmen’s compensation. On behalf of our 
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member companies we respectfully urge reenactment of the offset Provision 
which would avoid such duplication. 

In view of the concern which has been expressed over the cost of broaden 
social security benefits in areas where protection is presently lacking, it seems 
particularly inappropriate to duplicate benefits already provided by State laws 
You are respectfully urged to avoid this unnecessary tax burden, , 

A somewhat more detailed memorandum on the subject is attached, 

Sincerely yours, 
J. Dewey Dorsert, General Manager, 


MEMORANDUM CONCERNING H.R. 12580 By Mr. MILLS AND THE DUPLICATION op 
WORKMEN'S COMPENSATION AND SOCIAL SECURITY DISABILITY BENEFIT 


This memorandum is being submitted on behalf of the Association of Casya} 
and Surety Companies, an organization with a membership of 133 stock ingyp. 
ance companies most of which write workmen’s compensation insurance throngh. 
out the United States. 

The above captioned bill, by greatly liberalizing the eligibility requirements 
for social security disability benefits, would newly make compensable under that 
act a great many cases presently covered by State workmen’s compensation laws 
This would constitute an inequitable duplication of benefits for the same jp. 
juries. The new application of the Social Security Act to such cases would algo 
be a long step toward the federalization of the State workmen’s compensation 
system. For close to 50 years compensation for industrial injuries hag beep 
provided under State workmen's compensation laws, The interests of employees 
and employers would best be served by the retention of that system. 

Disability payments were first provided under the Social Security Act in 19% 
However, at that time an offset provision was included (sec. 224) with respect 
to payments under workmen’s compensation laws. Thus no duplication existed 
in this area. However, in 1958 this offset provision was repealed as part of 
extensive amendments to the Social Security Act. No hearings were held on the 
measure that was enacted. Moreover, no hearings have been held at any time 
either by a Senate or House committee, where the serious impact of an eliming. 
tion of the offset provision has been discussed from a workmen's compensation 
viewpoint. 

Up to the present, however, the impact of this duplication has been relatively 
limited. The eligibility requirements presently contained in the Social Security 
Act have been such as to restrict the area of duplication to comparatively fer 
-ases. No benefits are payable to persons under 50 years of age, a 6month 
waiting period is required and the definition of disability limits payments t 
actual cases of permanent total disability. No attempt has, therefore, bee 
made up to the present to restore the offset provision. 

H. R. 12580, presently before you for consideration, would eliminate the 
quirement that one must attain the age of 50 to be entitled to disability bene 
fits. It would also make exceptions to the requirement of a 6-month waitin 
period and provide for a trial period after return to work during which benefit 
would have to be paid. This legislation, if enacted, would greatly enlarge th 
area of duplication. The added cost of social security benefits as a result @ 
these changes has been estimated for the year 1961 at $200 million by the Hour 
Committee on Ways and Means (H.Rept. 1799, 86th Cong., 2d sess., p. 48). This 
makes restoration of the offset provision imperative. 

Social security benefits when pyramided on top of workmen's compensation 
benefits, which are large in a number of States, would impose a completely 
unnecessary cost on the public, including both individual taxpayers and ind 
try. We also believe it is socially undesirable to provide systems of disability 
benefits producing such substantial sums of income that there is no incentive 
to return to work. 

In Arizona, for example, if social security benefits were added to workmen! 
compensation a tax free income of $904 a month could be produced, payable 
for life. In Hawaii, weekly compensation alone for partial disability @ 
amount to $112, and for total disability $75. In Alaska $100 is payable fe 
temporary total and partial disability and $52.65 for permanent total. In Cal 
ifornia, maximum weekly compensation is set at $65 for temporary total aml 
$52.50 for permanent. Compensation is generally payable at the rate of tw 
thirds of average weekly wage, subject to a weekly maximum which range 
from $150 in Arizona to $30 in only one State. These benefits are constantly 
being increased. 
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let us take a specific example: In Massachusetts, according to the U.S. De- 
ment of Labor (Monthly Labor Review, June 1959, p. 720) the average 






idening gekly earnings for production workers in manufacturing is $79. For an em- 
t Seems ee, who is totally disabled, with a wife and two children, his compensation 
© laws, vould amount to $63 a week. If social security were added to his compensa- 





tion, the total would exceed his average weekly wage, all tax free. He would 
se considerable income by returning to work. Monthly social security disa- 
bility benefits for an employee with a young wife and one or more children av- 
erage $167.80 and with an old wife and one or more children $197 (Annual 
statistical Supplement, 1958, Social Security Bulletin, March 1960, p. 41). It is 
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ION Op jkely that in many States social security benefits if added to compensation 
TS gould often approach or exceed average weekly wages or, at least, take-home 





y. This would hardly encourage rehabilitation. 

Industry already has expressed serious concern about the burden being placed 
on the national economy by the social security system. The New York Journal 
of Commerce, March 7, 1960, page 10, quotes the National Association of Manu- 
facturers as indicating that “the liabilities against the old age and disability in- 
surance fund now stand at some $360 billion. Of this enormous sum, only about 
$21 billion is funded. The unfunded part—-some $340 billion—exceeds the na- 
tional debt by about $50 billion.” It hardly seems appropriate to add to this 
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oe borden by duplicating payments under State workmen’s compensation laws. 
1sation In this connection, it is worth noting that total workmen’s compensation pay- 
8 been | ments in the United States for the year 1958 amounted to $1,113,253,000 (So- 





cial Security Bulletin, December 1959, p. 15). Moreover, the report of the House 
Committee on Ways and Means on Social Security Amendments of 1960 (H. 
Rept. 1799, 86th Cong., 2d sess., p. 49) gives a low estimate of social security 
disability payments for 1965 (the most recent indicated) of $820 million and 
ahigh estimate of $1,231 million. 

The cost to the taxpayer cannot be ignored. Already 6 percent of taxable 
payrolls are funneled into the social security system. Even at present benefit 
levels it is scheduled to be raised to 9 percent after 1968. In considering the 
imposition of additional obligations upon the system the avoidance of unde- 
sirable duplication should deserve careful consideration. 

In the report of the Committee on Finance on Social Security Amendments 
of 1958 (S. Rept. 2388, 85th Cong., 2d sess.), it is stated that the national social 
security system should be looked upon as providing the basic protection against 
loss of income due to disabling illness and that it is incompatible with the pur- 
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he pose of this program to reduce these benefits on account of disability benefits 
nts to that are payable under other programs. It is respectfully submitted that the 





State workmen's compensation system rather than the Social Security Act is the 
basic system of income protection with respect to industrial injuries. It pro- 
vides for medical care, unlimited in amount in most States, compensation for 









“a permanent injuries, temporary injuries, total disablement, partial disablement, 
ating and death and funeral benefits. Not even the most ardent advocates of social 
nefits security can reasonably contend that comparable benefits are likely to be pro- 
ve the vided under the social security system in the foreseeable future. It is the 





latter that is supplementary, not basic. It is completely impractical to under- 
take amendment of the laws of the 50 States and other jurisdictions having 
compensation acts to mold them around the variable benefits which are or may 
be provided under the Social Security Act. Yet, as indicated above, if social 
security benefits are to be added to compensation, adjustment of benefit levels 








a Will be essential. Little would be gained and possibly a great deal lost if 
nde adequate compensation levels were made excessive. : 

bility Restoration of the offset provision with respect to workmen’s compensation 
vntive would avoid this possibility. If it is the purpose of this legislation to provide a 





floor for work injury benefits, an offset provision would most equitably accom- 
plish this objective. A minimum would be established, but an undesirable ac- 










vale centuation of benefit differences between States would be avoided. It seems 
, a difficult to justify substantial additions to benefits which are already adequate. 
o ie HR. 12580 also contains provisions relating to medical care for the aged. 
: Cal Since eligibility for such care under the bill is based on need, duplication with 
| apd the medical care provisions of workmen’s compensation laws would seem to be 
tw oe However, an express offset provision in this area also would be 
anges a. It is to be noted that S. 2915, by Mr. Kennedy, which also relates to 
antly $ subject does contain such an offset provision. 





_ Whether or not the above-captioned legislation is to be enacted at this ses- 
sion of the Congress, avoidance of duplication is necessary. It is most prob- 
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able that as time progresses the Social Security Act will be given broader 
application. Even now there are several other bills’ pending before the 
gress which would greatly liberalize the definition of disability. It is im 
tant that duplication of social security disability benefits with workmen's po 
pensation be avoided. * 

We would like to emphasize also that our recommendation dees not contem 
plate restoration of an offset provision as to veterans and other Federa} periodic 
disability benefits. These are within the control of the Congress which ean . 
tablish with respect thereto the overall level which it deems appropriate hh 
workmen’s compensation, however, this combined level is beyond congressional 
control. Without an offset provision, it would likewise be beyond the contro} 
of the States. In such a situation serious inequities are bound to arise. 

It is, therefore, respectfully recommended that the offset provision with Te. 
spect to workmen’s compensation be restored to the Social Security Act, 

Respectfully submitted. 

J. Dewey Dorserr, 
General Manager, 


U.S. Senate, June 29, 1960 
Hon. Harry Fioop Byrp, : 
Chairman, Senate Finance Committee, 
U.S. Senate, 
Washington, D.C. 


Dear SENATOR ByrpD: I submit herewith a statement in support of S. 3508. 

I would appreciate it if you would make it a part of the record of your hear. 
ings on H.R. 12580 and call it to the attention of your colleagues for their 
consideration. 

Sincerely yours, 


James E. Murray. 


STATEMENT BY SENATOR JAMES FE. MurRAY Berore SENATE FINANCE ComMrrme, 
JUNE 29, 1960 


My statement for your committee, perhaps the last one before any Senate 
committee in this, my last term in the Senate, is obviously not motivated by any 
need to get votes in the next election. Nor can it be explained in terms of any 
eligibility for old-age social security benefits, since I am not covered by OASDL 
Indeed, it might be said that I am in an enviable position, because my position 
cannot be compromised by pressures from any organized group. 

Nor am I a late arrival on any bandwagon for action in the area of legislation 
for the health needs of our great Nation. The Murray-Wagner-Dingell bill of 
more than a decade ago should remind you of that fact. 

Furthermore, only 8 years ago, I introduced the first bill to provide medical 
care benefits for beneficiaries under the social security system. I believe that 
I speak with authority on this subject. 

Today, because of our previous failures to meet the problems, the needs and 
the gravity of the health care of America’s senior citizens have resulted in th 
undavoidable clamor for a solution. I must also pay tribute to the work of 
Congressman Forand on the House side in keeping the issue before us. And 
of course, on the Senate side we have the pioneering efforts of the Subcommittee 
on Problems of the Aged and Aging, under the assertive leadership of Pat 
McNamara. Regardless of the final version of the legislation that must come 
out of your committee, these two men and their colleagues deserve the credit for 
making Congress come to a decision. 

Twenty-five years ago, in my first term as a Senator, we enacted the one grea 
piece of legislation that still thrives, unexpurgated and undefiled, since the New 
Deal of Franklin D. Roosevelt. Historians make that legislation the outstané 
ing feature of that period of our national life. 

What will they say about 1960 if we fail miserably and uncourageously # 
provide health care benefits for the retired Americans who were in their prime 
of life in 1935? Nations are not judged in terms of their productivity and 
novelty of their gadgets: they are judged in terms of the dignity and well-being 
that they make possible for the widest number of their citizens. 


1 H.R. 9684, 9686, 9687, 9743, and 9915. 
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In signing the Social Security Act in 1935, President Roosevelt described it 
gs the “cornerstone in a structure which is being built but is by no means com- 
” The passage this year of legislation assuring basic health benefits for 
yaior citizens through the most efficient and sensible mechanism at our dis- 
|, the social security system, would epitomize the principle stated by Presi- 
jent Roosevelt. 

Through such legislation, working people would contribute during their work- 
ing years to a fund assuring them of medical benefits when they have retired. 
While private insurance programs—especially through the accomplishments of 
ellective bargaining—have basically met the need to protect the younger popu- 
igtion, they simply cannot afford to offer protection against the higher risks of 
the aged at premiums the aged and their families can afford. The insurance 
companies’ fears are simply unfounded, just as were their fears of 25 years ago, 
when they prophesied the collapse of the private pension movement if a pro- 

of old-age benefits were established in the land. 

You have before you the retired persons medical insurance bill, 8. 3503, intro- 
duced by Senator McNamara and 23 cosponsors, including myself. It should be 
approved as a substitute amendment for title XVI of H.R. 12580. 

The McNamara bill is not socialized medicine. It does not nationalize the 
cuntry’s hospitals. It does not put doctors on Government payrolls. Individ- 
mais would not be forced to accept a doctor or a hospital designated by some 
bureaucrat in Washington. 

The McNamara bill, in fact, omits any payments to doctors and surgeons. 
It will not result in the flooding of hospitals with hypochondriaes and unneces- 
sary operations, The contributions by employees and employers will be no more 
empulsory than the public’s support for schools, firemen, and policemen. In- 
deed, if we don’t enact such legislation, we will only be forcing the local com- 
munities and States into assuming the impossible burden of relief—and real 
State medicine, with its less than adequate standards, 

In other words, just as will old-age benefits under social security, the Me- 
Namara bill would establish a basic foundation of medical protection for the 
retired aged of this growing Nation. I expect to be around 10 years from now, 
when all the vested interests now childishly fighting this and similar proposals 
will be accepting—indeed praising—old-age medical benefits as a normal part of 
American life—as a basis for improving through private techniques the living 
conditions of Americans in their retirement years. I fervently hope that the 
members of the Finance Committee will also be around to witness the fruits of 
positive action on their part in the next few days ahead. Whether they will be 
in Washington or not may well depend, in large measure, on their decision about 
this particular issue. 


AMERICAN FARM BUREAU FEDERATION, 
Washington D.C., June 29, 1960. 
Hon. Harry Froop Byrrp, 
Chairman, Nenate Finance Committee, 
US. Senate, Washington, D.C. 

Deak Senator Byrp: This is to express to you Farm Bureau's position with 
regard to certain provisions of H.R. 12580, a bill that amends the old age and 
survivors insurance program and adds certain new provisions. 

This legislation has some desirable features; however, we are deeply con- 
cerned about the implications of title VI of this legislation which would amend 
the Social Security Act by adding a new title under which medical services 
would be financed for certain individuals 65 years of age or over who are de- 
termined to be medically indigent. 

We recognize that the approach taken in this title is different from, and per- 
haps has less far-reaching implications than, the original proposal known as 
the Forand bill. However, we believe that the enactment of title VI will (1) be 
the opening wedge for Forand-type proposition, (2) be very costly to both Fed- 
eral and State Treasuries, (3) slow down progress being made to provide medi- 
cal care for aged through nongovernmental programs, 

Any such permanent new program costing billions of dollars, where there is so 
much disagreement as to a possible solution, should not be drafted and launched 
in haste and in an atmosphere supercharged with election-year politics. We be- 
lieve this proposal deserves more adequate consideration. 
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Since there have been no hearings in the House and since there is insufficient 
time for the Senate Finance Committee to give adequate consideration to the 


provisions of title VI of this bill, we recommend that the committee strike this H 
title in order to give time for thorough study of the implications of this legisla- U 
tion. 
We respectfully request that this letter be made a part of the hearing record ‘ 
with regard to H.R. 12580. : 
Sincerely yours, er 
Joun C. LYNN, Legislative Director. : 
al 
AMERICAN ASSOCIATION OF UNIVERSITY WompN, se 
Washington, D.C., June 27, 1960. fic 
Hon. Harry FLoop Byrp, bi 
Chairman, Finance Committee, ey 
U.S. Senate, al 
Washington, D.C. pl 
DEAR SENATOR Byrp: For many years the American Association of University pM 
Women, an organization of over 144,000 women organized into 1,464 branches in I 
all of the States of the Union, Guam, and the District of Columbia, has followed al 
social security legislation with keen interest. For this reason we feel that you w 
would be interested in knowing that the proposed revision of the Social Security th 
Act which has proven to be of greatest concern to our members is that to inereage 19 
the present $1,200 ceiling on earning of OASDI beneficiaries. Co 
We find this present earniyg level works hardship upon numbers of our mep- ‘ 
bers who accept teaching positions which are frequently not located in the com. m 
munity of their permanent residence. The financial hardship of travel and : 


of maintaining tempvrary dual residence has in some instances led to resignation 
when earnings over the $1,200 ceiling meant loss of social security benefits. Other - 
retired teachers are inhibited from ever taking post-retirement positions for 
which they are intellectually and physically qualified. In view of the alarming 
shortage of classroom teachers at the elementary, secondary, and college levels, Bl 
it is our hope that this unnecessary financial hurdle to the augmentation of the 
supply of teachers will be removed. 

We have cited this illustration because of its applicability to our own men- 
bership. We could pick others which also demonstrate the needless limitation A 
on the contributions which could be made by older citizens. 

in conclusion, we should like to point out that as the cost of living index cop 
tinues to rise the present $1,200 ceiling, enacted some years ago, becomes increas 
ingly unrealistic. 

Sincerely yours, St 
KATHERINE BAIN, 
Chairman, Legislative Program Committee, 
YSABEL FORKER, 
Chairman, Status of Women Committee, 


FEDERATION OF JEWISH CHARITIES OF ATLANTIC CITY 
Ventnor City, N.J., June 27, 1960. 

U.S. Senator Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 

Dear SENATOR Byrp: The questions of medical services for the aged is one it 
which there is considerable interest in our Federation Family Welfare Service 
This body has gone on record as approving the use of the social insurance pri 


ciple to meet the health needs of older citizens. We have come to support this th 
conclusion on the basis of an actual case-by-case study of individuals and familie sh 
in the aged category whose lives are troubled, and whose present and future out ec 
look is uncertain largely because of the failure to provide for their medical ur 
needs in their old age. We believe, too, that it is more dignified for the individul w 
to provide for his needs during the earning years of his life than to be subjectel th 
to the indignities of a means test for medical care. (¢ 

We would very much appreciate that this statement be incorporated in th de 
official record of hearings, if they are to be held. al 


Sincerely yours, 
Irvine T. Spivack, Executive Director. 
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HOousE OF REPRESENTATIVES, 
Washington, D.C., June 25, 1960. 
Hon. J. ALLEN FREAR, Jr., 
8. Senate, Washington, DC. 

Deak SENATOR FREAR: It is my understanding that the Senate Finance Com- 
mittee will begin consideration of the proposed 1960 amendments to the Social 
Security Act next Tuesday. For that reason, I wish to call to your attention 
an unfortunate problem which has arisen in the administration of the law re- 
lating to benefits for the dependents of disabled persons authorized in the 1958 
amendments to the act. 

As you know, neither the Congress nor the Social Security Administration 
set up procedures for the automatic inclusion of dependents of disabled bene- 
fciaries. Even so, applicants after September 1, 1958, were advised of the eligi- 
bility of dependents in the event their own entitlement was established. How- 
ever, for those persons who filed before September 1, 1958, and whose cases were 
approved after the passage of considerable time find that their dependents are 
precluded from obtaining retroactive benefits for more than the 12-month period 
provided in the law. For example, a disabled person who filed an application in 
June 1958 and obtained final approval of its in February 1960, found that such 
approval conferred entitlement upon certain of his dependents. However, 
under the law, his application for these benefits in March 1960 would result in 
the approval of payments effective in March 1959 rather than September 1, 
1958, the effective date of the 1958 amendments which, I believe in all good 
conscience, should apply in such cases. 

I have introduced a bill, H.R. 12807, intended to correct this situation in 
instances of the kind I have cited above. A copy of the bill is attached. Un- 
fortunately, this situation did not come to my attention soon enough to allow 
the introduction of the bill at an earlier date. Although my proposed amend- 
ment would apply to a limited number of cases, I believe it important that a 
change be made in the law to allow for equitable treatment. Therefore, I 
should sincerely appreciate any consideration the Finance Committee would 
give to this matter during its deliberations next week. 

With best regards. 

JouN E. HENDERSON. 
(H.R. 12807, 86th Cong., 2d sess. ] 


A BILL To provide in certain cases for the payment of additional monthly insurance 
benefits under title II of the Social Security Act to the dependents of a disabled indi- 
vidual, where timely application for such benefits was in effect prevented by delays in 
the final determination of such individual's disability 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That in any case where— 

(1) an individual filed application for disability insurance benefits under 
section 223 of the Social Security Act before August 28, 1958, 

(2) such individual was determined to be entitled to such benefits but the 
final determination of such entitlement was not made until On or after 
such date, 

(3) any other person became entitled to monthly insurance benefits under 
subsection (b), (c), or (d) of section 202 of such Act on the basis of the 
wages and self-employment income of such individual and pursuant to an 
application filed within 12 months after the date of such final determina- 
tion, and 

(4) the month with which such person’s entitlement to such benefits 
became effective (taking into acceunt section 202(j)(1) of such Act) was 
later than the first month for which such entitlement would have been 
effective if application for such benefits had been filed at the earliest time 
permitted under section 202(j) (2) of such Act, 


then the entitlement to such benefits of each person described in paragraph (3) 
shall be deemed to have become effective with the month in which it would be- 
come effective if application therefor had been filed at the earliest time permitted 
under section 202(j) (2) of the Social Security Act; and such person, upon filing 
with the Secretary of Health, Education, and Welfare an application under 
this Act within 12 months after the date of the enactment of this Act 
(or, if later, within 12 months after the date of the final determination 
described in paragraph (2)), shall be entitled to receive in a lump sum an 
amount equal to the aggregate of the monthly insurance benefits under section 
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202 of the Social Security Act which he did not receive but would have received 
if- his application for such benefits had been filed at the earliest time so per- 
mitted. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS WITH Respgor 


To H.R. 12580 AND RELATED PROPOSALS 


This statement of the views of the National Association of Manufacturers 
on H.R. 12580 and related proposals is submitted pursuant to the invitation of 
the Senate Finance Committee for comments of interested organizations. 

The National Association of Manufacturers is a voluntary organization of 
over 20,000 member companies, representative of every segment of the many. 
facturing community of every section of the Nation, Its membership includes 
companies of every size from the smallest to the largest of enterprises. In fact, 
83 percent of association members employ fewer than 500 persons and thus come 
within the accepted definition of small business. 

As representatives of businessmen and citizens, the association is concerned 
with the financing and benefits of all public programs which are designed to 
provide a measure of security to individuals against the economic hazards of old 
age, death, disability, and involuntary unemployment. We are likewise con. 
cerned with the implication of these programs to the well-being of our country, 

The issues involved are vital. They should not be considered in a hasty and 
ill-considered manner during the heated and pressure-filled atmosphere of an 
election year. Some of thhe changes proposed in the various bills before the 
Congress can drastically and permanently affect every individual in the country, 
as well as the generations to come. 

Therefore, we most strongly recommend that further consideration of these 
bills be postponed to a time when they can be given the traditional judicious and 
deliberate treatment with which the Congress rightfully handles issues of such 
fundamental importance, and when the Congress has before it all the pertinent 
facts which bear upon the issue. 

Specific provisions or details of the various proposed bills will not be dis- 
cussed in this statement. Rather it is confined to setting forth the basic issues 
and the broad and far-reaching implications inherent in the proposals. 


FINANCING 


One of our major areas of concern is the fiscal questions. We recognize that 
the achievement of individual economic security is a laudable objective. We 
recognize that society has a responsibility toward the destitute aged, toward 
the disabled, and toward all those who become dependent at any age. This 
responsibility is being discharged in an humane manner responsive to their 
needs through private and public means. Our concern in the fiscal area arises 
from our deep conviction that unwise Federal fiscal or monetary policies—in 
this or in any other area—will undermine the security of all of us since our 
financial provision for our retirement security and for protection against mis 
fortunes at all ages, depends upon a stable and sound dollar. 

The various pending proposals involve commitments which reach far into the 
future—for unknown amounts—but in the magnitude of billions of dollars. 
Welfare expenditures to date show that any commitments made today will 
rapidly increase over the presently estimated amounts. 

Federal grants for public assistance increased over 400 percent between 15 
and 1958—-from $401 million in 1945, to $1,728 million in 1958. Currently these 
grants are at some five times the 1945 rate. Large grants for other welfare pur- 
poses have been made and still more are under current consideration. 

This phenomenal growth in federal grants has occurred despite the Federal 
OASDI system’s benefits, which in 1958 were 31 times those paid in 1945, and 
which this year will be some $11 billion dollars—40 times the amount paid in 
1945. 

H.R. 12580 and other pending social security measures would greatly increase 
Federal expenditures both for public assistance grants and for OASDI benefits, 
despite the fiscal position of the Treasury and of the social security trust funds 

The major pending proposal is that of providing medical care to older persons. 
The approximate cost of this program is presently unascertainable, but with- 
out question would add tremendously to welfare expeditures. The cost must 
inevitably be borne by the public in the form of inflated prices for goods and 
services, as well as by increased taxes. 
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Some idea of prospective medical care costs under present programs may be 
ed from an analysis of present expenditures for so-called vendor medical 
care provided old-age-assistance recipients by a half dozen States. With 
973,000 aged on their benefit rolls, the February 1960 vendor medical care ex- 
ditures of these six States were at the annual rate of $119 million per year— 
an average of nearly $440 per OAA benefit recipient—including all those who 
received no vendor medical care. If it is assumed that the new program would 
vide an equal level of medical care protection for 10 million aged, utilized by 
them at the same level as recipients on public assistance rolls, the annual cost 
would be $4.4 billion. Costs would rapidly increase as the number of aged in- 
crease. A $4.4 billion expenditure would obviously require an added tax of 
2 percent of taxable payroll, above the tax rates presently scheduled. 

Additional expenditures of the magnitude above indicated must be most care- 
fully assessed within the framework of overall welfare costs. It is clear that 
these overall costs will increase very rapidly even under present social security 
commitments and without any additional liberalizations. OASDI alone, ac- 
cording to the OASDI trustees’ report filed in March of this year, estimates that 
in less than 10 years expenditures will be at the annual rate of nearly $17 bil- 
lion—more than double the 1958 expenditures. 

Nor can we ignore the fact that even present expenditures are not being cur- 
rently financed, 1957, 1958, and 1959 were deficit years for OASDI. Its taxes 
and interest failed to meet its expenditures by more than $2% billion—and 
further deficits are in prospect. The public interest requires that OASDI be 
soundly financed on a pay-as-you-go basis, and that no additional burdens be 
added without contemporaneously adding to the taxes. 

A primary problem we already face is the size of the taxes scheduled to be 
paid in the future. OASDI protection is dependent on the willingness of future 
taxpayers to assume this progressively heavy burden. They will decide the 
portion of the Nation’s income which will be transferred by Government from 
them to the aged. Only by prudent present planning can we assure that future 
taxpayers will not repudiate the system or reduce the presently promised pro- 
tection, through inflation, amendment, or otherwise. 


OVERALL PROBLEM OF THE AGED 


Present health programs—and it may be mentioned that much care in addi- 
tion to public program care is provided through private means—negates any 
allegation that an emergency exists which must be immediately handled. Our 
aged are not lacking adequate medical care. Aged persons are not refused 
medical care because of lack of ability to pay. 

Therefore, the medical problem does not require emergency action. In fact, 
medical care is only one of the several areas which are to be discussed at length 
in January of next year at the White House Conference on the Problems of the 
Aged. The agenda and background papers of this White House Conference, as 
well as the regional conferences in the States which have been held, indicate 
that the overall problem of the aged is not a simple nor single one—it is a com- 
plex of economic, social, family, and psychological problems and community re- 
lations all intimately related. To attempt to solve the medical aspects of this 
complex without thorough consideration of all the interrelated and vital con- 
siderations, would be most unwise. 


HASTY ACTION 


Among considerations that must be borne in mind is that immediate expendi- 
tures of large amounts, in an attempt to provide adequate medical care for this 
particular group, must be viewed within the overall picture of presently avail- 
able medical facilities and medical personnel. There is no escaping the fact 
that any large scale immediate increase in the utilization of medical facilities 
and personnel by this particular age group would of necessity result in an in- 
adequacy of medical facilities and personnel for the remainder of the popula- 
tion. Accordingly, any shift in the use of medical facilities and personnel prior 
to most careful study might well create more serious problems and inequities 
than it could possibly remedy. 

Some of the pending proposals would add medical care for the aged as a 
benefit under OASDI, to be financed by additional OASDI taxes. No justifica- 
tion has been advanced as to why this added benefit would be made available 
to the aged beneficiaries but denied the disabled, children and other beneficiaries 
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Furthermore, no basis has been advanced for providing the same protection 
to everyone regardless of his contributions. This is not consistent with the 
variable benefit and contribution principles of OASDI. To give fiat benefits 
under OASDL is, in effect, to create a dole financed by its taxes. 

Furthermore, the proposal is but an opening wedge for a complete compulsory 
medical care system—in short, the English sy.tem. This would mean scrapping 
existing plans which have been developed over the course of the years and the 
substitution of a Federal monopoly in this area of personal services. 

Unlike cash benefits, Government medical care and the provision of medica] 
care under voluntary plans, is mutually exclusive. 

Government provided medical care means a concentration of authority ang 
expensive Government administration. Under the proposal that OASDI be the 
procurer of medical care for over 10 million potential eligibles throughout the 
Nation, this Government monopoly and control would be most serious. The 
power and authority and purse-string control in the hands of the bureauérats 
administering the program would be inconsistent with the proper solution of 
the many local problems which are involved. 


PRESERVATION OF VOLUNTARY HEALTH INSURANCE 


A few years ago proponents of Government provision of compulsory medica] 
care argued that this was the only feasible approach to satisfactory health 
protection of the general public. This false premise has been exploded by the 
extension of voluntary private protection to over 130 million persons. The now 
modified argument is that in the case of the aged, Government must establish a 
compulsory plan—despite the giant strides made recently in this area of cover- 
age which now includes nearly half of the older population. 

Projections of present growth indicate that in a relatively few short years 
the coverage of aged will be as satisfactorily accomplished as has already been 
achieved for the general population. The insurance industry estimates that by 
the end of the current year nearly two-thirds of the aged wanting and needing 
such protection will have it, that 5 years from now, four-fifths will have this 
protection available, and that in another 5 years 9 out of 10 will have it. 

This bright prospect is jeopardized by the threat of Government intervention, 


CONCLUSION 


In view of the fiscal considerations, the level of existing benefits, the com- 
plexity of the problems, and the current public exploration of problems of the 
uged which will culminate in next year’s White House conferences, and in 
view of the advances under private auspices of medical protection, and the 
disaster of hasty and ill considered governmental action, it is the recommenda- 
tion of the National Association of Manufacturers that no action should be 
taken at this time on any of the proposed social security benefit liberalizations, 

We favor the provisions in H.R. 12580 which strengthen the operation of the 
unemployment compensation system. 


AMERICAN PopIATRY ASSOCTATION, 
Washington, D.C., July 1, 1960. 
Hon. Harry FiLoop Byrp, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 


DeEAR SENATOR Byrp: As secretary and editor of the American Podiatry Asse 
ciation (from 1912 until 1958 known as the National Association of Chiropo 
dists), I regret that the time element did not permit your committee to schedule 
me to present testimony. However, I do appreciate the opportunity to present 
this statement for incorporation into the record of the hearings on H.R. 1258) 
especially in regard to the provisions for medical services for the aged. 

More than 30 million times a year the public visits foot doctors’ offices 
Perhaps as many as 40 percent of these individuals are 60 years of age or more 
We, therefore, are very much aware that our older people are very much cok 
cerned with their ability to provide for necessary medical care in their retire 
ment. The members of our association offer their support to programs whieh | 
will meet this need, but the association is not prepared to suggest the form such 
a program should take. 
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As a private individual, I should like to make some personal observations and 






















ean ents. The proposals for medical services for the aged offered in H.R, 
nefits 1580 and the so-called administration plan have been characterized as “skimpy,” 
sjoesn’t cover enough people,” “leads to pauperization, ’*“no provision for revenue 
ulsory peover costs.” The plans, such as proposed by Congressman Forand, have been 
pping alled “the first step to socialized medicine,’ “intrusion of the Government into 
id the the doctor-patient relationship,” “not enough benefits,” ‘will cost too much,” 
“gill be abused,” “not a voluntary program.” 
odical Perhaps the following approach has been considered. I would suggest a 
gluntary health insurance program to which a social security retiree could 
r and abscribe. Half the premium would be deducted from the monthly allotment, 
e the the other half to come from social security funds obtained by increasing the 
it the nt social security assessment of all individuals. These health insurance 
The jenefits could be service or indemnity benefits, or plans now in operation, some- 
i¢rats what on the order of the types now being made available under the Federal 
on of amployees health benefits plan. Adequate and reasonable ceiling for annual 
benefits could be arrived at with “coinsurance” and “deductible” features that 
would approach, if not actually reach, actuarial soundness. 
This would cover the needs of all but a small percentage of retired persons. 
i for these people, and for the few who would exhaust their annual. benefits 
“ical and be unable to finance additional care, their needs could be supplemented 
ealth through the proposal in H.R. 12580, or the administration plan. Obviously, 
y the the amount of funds needed for State plans under these circumstances would 
- now be very minimal. 
ish a It seems to the writer that the combination of voluntary health insurance and 
over- | State plans would fill the obvious need in the American tradition. 





As secretary and editor of the American Podiatry Association, I call your 







years attention to the definition of the term “physicians’ services” under the new title 
been XVI proposed by H.R. 12580, section 1606(e), page 65. Podiatrists (chiropo- 
at by dists) are licensed in all of the 50 States and the District of Columbia to diag- 
eding nose and treat the human foot by medical and surgical means. Almost all 






this insurance companies honor claims for scheduled services performed by podia- 
trists. Sixty-five percent of our practitioners are participating doctors in so- 
called Blue Cross-Blue Shield plans. However, the definition of “physicians’ 
services” being considered is susceptible of individual interpretation, varying 
from official to official and from State to State, leading to possible injustice to 
the patient who elects a legally qualified foot doctor to perform a scheduled 
service, 

We would petition you that any definition of medical care or of physician 
service provide that any practitioner licensed by the State to treat by medical 
and surgical means may be elected by the patient to provide the service within 
his scope of license. Or the cited definition (or any similar definition in any 
legislation being considered) could be amended by substituting a semicolon for 
the period at the end of the sentence and adding “or a podiatrist (chiropodist) 
operating within the scope of his license.” 

Thank you for the opportunity to include this statement in the record of the 
hearing. 

Sincerely, 





ition, 
















A. Rustin, D.S.C., Secretary and Editor. 


















50. 
THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS, 
Washington D.C., July 1, 1960. 

wo. Re title VI of H.R. 12580. 
on Hon, Harry F. Byrp, 
sent Chairman, Senate Finance Committee, 
2580, Senate Office Building, Washington, D.C. 

Dear Senator Byrp: As chairman of the committee on social security of the 
Fices, National Association of Life Underwriters, I am taking this opportunity to 
nore. make a brief statement of the views of my organization with respect to the 
cor various proposals being studied by the Senate Finance Committee to provide 
tire Government health care for the aged. These proposals include that contained 
hich in title VI of H.R. 12580. 
such For your information, my association is a trade association having a mem- 





bership of 78,000 life insurance agents, general agents and managers located in 
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all 50 States, the District of Columbia and Puerto Rico. The vast majority of 
these individuals sell health insurance as well as life insurance. 

We have long opposed the Forand bill (H.R. 4700) and similar measures 
that would provide health care for aged individuals under the socia] security 
program irrespective of their ability to provide for their own health care needs, 
By and large, our reasons for taking this position are substantially the Same 
as those which were so ably presented to your committee by Dr. Leonard w 
Larson, of the American Medical Association, in his statement of June 30, _ 

We are also in disagreement with the type of approach recommended to 
your committee on June 29 by Secretary Arthur S. Flemming, of the Depart: 
ment of Health, Education, and Welfare, on behalf of the administration. 

Passing now to title VI of H.R. 12580, this proposal would add to the Social 
Security Act a new title XVI, which would set up a Federal-State program to 
provide health care for aged persons who, although not eligible to receive pup 
lic assistance, do not have the means to finance their own health care. Thng 
as we understand the purpose of this proposed new program, it would be de 
signed to help only those who are actually in need. 

In this connection, I wish to point out that at my association’s midyear 
meeting held in Louisville, Ky., last March, our board of trustees adopted a 
recommendation made by our committee on social security that we “not Oppose 
any proposal where by the Federal Government would undertake to help to 
finance the health care of the aged out of general revenues on a ‘needs’ test 
basis along the lines of-—or perhaps as a part of—-the existing old age assistance 
program.” Our reasons for adopting this policy were, again, essentially the 
same as those set forth in Dr. Larson's above-mentioned statement of June 30, 

Acting in line with our foregoing policy, I should therefore like to advise 
you that while we recognize that future experience may disclose the need for 
amendments to title VI of H.R. 12580, we do not oppose its enactment by the 
Congress at this time. 

I respectfully request that this letter be incorporated in the record of the 
hearings held by your committee on June 29 and 30. 

Sincerely yours, 
ALBERT C. ADAMS, 
Chairman, Committee on Social Security. 


STATEMENT ON SocraAt SEcurITY LEGISLATION BY Rupoten T. DANSTEDT, Director 
OF THE WASHINGTON BRANCH OFFICE, NATIONAL ASSOCIATION OF Sootal 
WorKers JuNeE 30, 1960 


Mr. Chairman and members of the committee, the National Association of 
Social Workers as an organization and through its individual members has long 
been a supporter of the Social Security Act. 

The association’s policy position on social insurance says in part: “All workers, 
including civilian and military personnel, governmental and railroad emp'oyers, 
and self-employed persons, should be protected by a single system against loss 
of income due to retirement, premature death, and permanent disability. Ip 
cluded in this system should be provision for medical services to covered persons 
and their dependents.” 

We are pleased that H.R. 12580 now before this committee would provide, as 
recommended in our policy statement, “Federal protection against permanent 
and total disability to all insured workers without age limitation including de 
pendents’ benefits.” In 1956 when the disability insurance amendment was ét- 
acted it was the subject of some controversy. Now, 4 years later, the elimination 
of age 50 is seen as not only desirable but necessary. 

The bill passed by the House, however. is in our judgment greatly inadequate 
in its failure to provide health care benefits for the aged—one of the large re 
maining single problems for which no national program has been estabilshed 


SCOPE OF THE PROBLEM OF THE HEALTH NEEDS OF THE AGED 


The problem is an easily stated one although one of substantial pronortions 
The aged in the United States are increasing rapidly. Today we have 16 million 
persons over 65. Tomorrow at this time there will be 1,000 more such persons 
since that is approximately the daily net increase. But it is not only a question 
of large numbers of persons over 65. Because of the improvements in medical 
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are and in our standards of living, more persons are living to a ripe old age. 
Of all persons 65 and over, more than one-third have passed their 75th birthday. 
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ASures One in seven is in the 80’s, and most of them are women; the women exceeding 
curity the men by nearly 120 to 100. There are, we understand, more than 5,000 per- 
heeds, in the United States over 100 years of age and some of them are actually 
» Same and paying their social security taxes. 

rd W, With old age have come the usual diseases of age and senility—diseases which 
0, gre long in duration and chronic illnesses which frequently require expensive 
led to care in hospitals. 

epart: FINANCIAL STATUS OF THE AGED 

n. 





Any casual analysis of the income position of the aged in the United States 







oe reveals the very simple truth that by and large the aged in this country cannot 
e pub aford to pay for medical care. Sixteen percent of the aged receive old-age 
Thus, gssistance which means that they meet very strict standards of need. Another 





million aged persons are receiving pensions because of the death or retirement 
of a Government employee or railroad worker and almost a million are receiving 
veterans’ pensions because of previous military service. In 1956 and 1957, 
three-fifths of all people 65 and over had less than $1,000 in money income. Only 
one-fifth had more than $2,000. Of all couples with a husband aged 65 and over. 
aimost half had cash incomes of less than $2,000 in 1956. Half of the aged 
persons living alone or with nonrelatives had incomes of less than $900. Even 
this small income is not reasonably certain since much of what goes into these 
























































stance ; 
ly. the averages comes from employment and other sources which decrease as age 
30, increases. Almost half—45 percent—of the total income of the aged comes in the 
Advise United States from income-maintenance programs, primarily social security and 
od for | other public programs. 
vy the 
THE SOLUTION TO THE PROBLEM OF THE HEALTH NEEDS OF THE AGED 
mt the We believe that it is now abundantly evident that the solution to providing 
health care benefits to the aged must be through a governmental program under 
Feuera: .eadeiship. We do not consider a program of public assistance or some 
ity variation of such a program, but still using a means or income test as sug- 
7 gested in title XVI of the House bill, is either an adequate or a desirable answer 
tothe problem of the health care needs of the aged. 

it seeaus to us that the solution to this problem lies in a program of con- 
-ECTOR tributors social insurance through which our citizens can pay for the cost of 
SOCTAL the hospstal and related services needed in their older years. We have devel- 

oped in the United States a method of insuring against widespread social risks. 
We have insured against industrial accident through workmen’s compensation ; 
ion af we have insured against old age through old-age, survivor, and disability in- 
s long surance; we have insured against total and permanent disability through this 
system; and we have insured against the contingency of death of the wage 
rkers, earner. We have also insured against the contingency of unemployment through 
oyers, unemploymeiit insurance. In four States in the Union we have insured against 
it loss temporary disability or sickness. All of these have been done through the 
. Ip mechanism of social insurance. 
‘rsons The social security program has become throughly accepted by the rank and 
file of the people of this country as it has by the rank and file of the people of 
lle, as practically every Western industralized country in the world. It is a sound 
anent method on insuring against certain risks, and it is in the tradition of American 
ig de- values in that it provides for saving during a person's working and productive 
1S én- years so that when the contingency insured against arises the person will be 
ation able to take care of his problems. 

Pending before this committee are a number of bills: S. 1151, introduced by 
quate Senator Humphrey ; 8. 2915, introduced by Senator Kennedy ; S. 3503, introduced 
ze re by Senator McNamara, and various proposed amendments to title II by Sen- 
ished. ators Gore, Morse, and Anderson. All would meet the health needs of older 

peonle through social insurance. 

While we do not endorse these various bills in all particulars we do support 
ti strongly the principle of providing for the health care bills of the aged through 
ai fie the social insurance system contained in all these bills. 

vidi e earnestly hope, therefore, that this committee which has, through study 
ation and legis’ation, improved and broadened our social security program, will take 
‘dical still a further and urgent step forward by providing to older people within the 






social insurance system the one basic protection not now available to them— 
health care benefits. 
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NEED FOR A GENERAL ASSISTANCE CATEGORY 


We wish to register our support for S. 3755 introduced by Senator McCarthy 
which provides a new public assistance title for needy persons free of residence 
restrictions. The plight of the employable unemployed, who do not qualify for 
unemployment compensation or for whom compensation payments are inade 
quate or who, for various reasons, are not eligible for assistance under existing 
titles, demands a Federal-State grant-in-aid program. 


IMPROVEMENT OF CHILD WELFARE SERVICES 


Finally, we believe that the child welfare section of tithe V: Materna and 
Child Welfare Services, should be amended to provide authorization of $25 mi. 
lion instead of the $20 million proposed in the House bill. When Congress, ip 
1958, enabled child welfare services to be provided to all children in need rm 
gardless of whether they live in urban or rural areas, an opportunity was 
offered the States to help neglected and dependent children significantly. The 
authorization should adequately reflect this broadened responsibility. 

We suggest also that the definition of child welfare services included in the 
report of the congressionally authorized Advisory Council on Child Welfare 
Services be included in the child welfare section of title V so as to provide ap 
adequate definition of the types of children to be served and services provided 


STATEMENT BY J. C. ZIMMERMAN FOR KENTUCKY CHAMBER OF COMMERCE 


The Kentucky Chamber of Commerce is a nonprofit organization representing 
individuals and businesses throughout Kentucky and has its principal office at 
670 South Third Street, Louisville, Ky. 

This organization is gravely concerned with the numerous measures considered 
or being considered in this session of Congress which will, of necessity, through 
their adoption create the need of added taxation or costs to the citizenry of this 
Nation. In particular, the advance of the Federal Government into the fied 
of medical and hospital insurance comes into this category. 

It is apparent that continuation of this accelerated policy of spending and 
taxing will greatly diminish the ability of the individual citizen to manage 
his own affairs and will, in fact, destroy personal initiative in the management 
of his own economic position. 

The Kentucky Chamber of Commerce has already indicated its complete oppo 
sition to Forand type legislation proposed for the purpose of providing medical 
and hospital benefits on a broad basis to the aged. This organization does not 
endorse the Mills (or Forand) proposal, for many valid reasons, namely that 
the Government again is extending its influence into the affairs of the citizen 
in matters which he should decide for himself. 

It is observed that this legislation has been handled in a frenzied and hurried 
manner. We do not believe that a matter as important or as far reaching a 
this should be passed without a complete and exhaustive study of needs and cost 
and final effect on the economic balance of our country. 


STATEMENT OF AMERICAN DENTAL ASSOCIATION, WASHINGTON, D.C., Jory 1, 190 


The American Dental Association has been given permission to file a state 
ment for the record of the hearings scheduled by the Finance Committee for 
June 29-30, 1960, on H.R. 12580, Social Security Amendments of 1960, as passed 
by the House of Representatives June 23, 1960. 

The association’s primary concern at this time is not with H. R. 12580, whid 
by and large is an extension and modification of existing social security pte 
grams, but with the various new and sweeping proposals that have been and ar 
being advanced as substitutes for title VI of H.R. 12580 relating to health car 
programs for people 65 years of age and over. Accordingly, because of the limite 
tions of time that have been established, this presentation is confined to a brie 
statement of the association's position that the committee should not undertake 
at this ime to consider aged healh care proposals that go beyond that contained 
H.R. 12580." 


1 App. I, attached hereto, contains a suggestion for amending H.R. 12580. 
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js indicated in a telegram submitted to the chairman of the Senate Finance 
ittee late Tuesday afternoon, June 28, the American Dental Association 






, 
Carthy, not believe that the complex subject of health care for the aged can be given 
we wate consideration in the 2 days of hearings that have been scheduled. 
, rh association believes the Finance Committee will make a serious and ir- 





able mistake if it departs in this instance from the traditional and sound 

tive procedure of reporting important legislation only after there have 
jen full hearings and the members of the committee have had sufficient op- 
portunity to give careful study to such legislation and the problems sought to be 
gerected thereby. 







nal ang | To this association’s knowledge, the Finance Committee has never held hear- 
525 mij. | ingson the health care problems of the aged or on any of the pending legislative 





Is related thereto. 





ote Hearings before other agencies on the general subject of aged and aging have 
ty way | imonstrated the vast areas of disagreement regarding the nature of the health 





sof the aged and the many and varied approaches that have been made 
gward meeting these problems. The Congress recognized this in 1958 when, 


r. The 












in the gtensibly with full knowledge and deliberateness, it enacted legislation estab- 
Velfare | ishing an elaborate program and machinery for holding a White House Con- 
vide an | fence on Aging in January 1961 at which representatives from all States and 
ovided, | interested public and private agencies will have an opportunity to participate. 
' | itwould appear to this association that to take action now on far-reaching and 
ireversible Federal programs dealing with the very subject to be taken up by 

the 1961 conference would be entirely inconsistent with the previous action. 

CE Moreover, much of the extensive work that already has gone into preparations 





forthe conference will have been wasted and no regard will be paid by the Con- 
gess to the creature it created to “make recommendations for a course of posi- 
tive action in dealing with the problem of aging.” 

The effect of precipitous action by Congress at this stage would be completely 





senting 
flice at 










ae to ignore the active and serious preparations for the 1961 conference that have 
rae ben made by 53 States and territories. 
; ia It is entirely possible that information, evidence, and recommendations will 





le developed at this conference which will show that many of the plans being 
pot forward for consideration of the Finance Committee are not best suited for 






ig and necting the problems of the aged. Surely, action by the committee on new and 
lanage | untried programs should be deferred to permit a balancing of the conflicting 





ement 





proposals and a weighing of the evidence in support of each of them. 

Moreover, the entire legislative situation surrdanding health care of the aged 
appears to be in a state of confusion. According to newspaper reports, several 
members of the Finance Committee have within the last day or two introduced 
new aged health proposals that previously have not been available for evaluation 
and study. 

Other proposals suggested for consideration of the committee have not even 
been drafted in legislative form so that, at best, the committee and other inter- 
ested agencies and individuals have only a vague and general frame of reference. 

The majority of the measures now being offered and announced in the press 
as substitutes for title VI of H.R. 12580 have never been subjected to public 
hearings before any committee of Congress. Even the controversial Forand bill, 
elements of which are contained in several pending proposals, received only lim- 
ited consideration in the House of Representatives. The same is true of title 
VI of the House-passed bill H.R. 12580, although it is recognized that this pro- 
posal is in essence an extension or augmentation of existing programs that are 
well known to the committee. 

This association is opposed to the proposals which would introduce a vast 
Federal health program as a part of the OASDI provision of the Social Security 
Act. It is believed strongly that these measures to make the Federal Govern- 
ment the sole purchaser of health care services for people over 65 would not 
be in the country’s best interests. 





, Oppo- 
edical 
es not 
y that 
vitizen 













urried 
ing as 
d cost 

















d are It is reasonable to expect that once a program of this kind is adopted it will 
care} be extended until all health services are included for the entire population. 
mite | This kind of system is certain to place undesirable limitations upon the avail- 
bri | ability of health personnel and facilities both for people over 65 and for those 





in other segments of the population. In addition, under such programs, the pro- 
viders of health services unquestionably would be brought under the domination 
and regimentation of their sole consumer, the Federal Government, and this 
Would result in a lowering of health care standards as it has in other countries. 
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The dental profession is especially fearful that adoption of a Government 


gram concentrating care on adults will result in the neglect of ch 
needs. This has occurred in England and is completely contrary 
professional standards of dental health care. 


Pro. 
ildren’s health 
to all Accepted 


There is also the real concern that manpower, facilities, and other TeSOUrees 
will be diverted from the preventive research and other programs which hold 


out man’s greatest hope for freedom from suffering and disease. 
These are but a few of the considerations that should be taken i 
the committee. 


nto account by 


The committee also should obtain information on the extent to which hog 
pitals, in particular, will be able to deliver the services envisioned in the Forand 
bill and similar measures and the extent, if any, to which people other than aged 


who are in need of hospital and medical care may be displaced. 
the basic question of whether the greatest health need of the 
form of hospital care or in the form of less intensive care. 


There also js 
aged is in the 


The committee should also receive evidence to determine whether the needs 
of the aged would best be served by a program based upon personal investiga. 


tions and decisions at the local level or upon stereotyped categori 
at the Federal level. 
Many, many other serious problems are involved in the legisla 


cal rules made 


tion which are 


deserving of deep study and analysis that cannot be accomplished in the hectic 
atmosphere of the few remaining days of Congress and in the heat of the presi. 


dential and congressional election campaigns that are now in pro 


ZTeESS. 


Programs as far-reaching and permanent in nature as those being proposed 


require sober, statesmanlike consideration and strict adherence 
liberative legislative procedures. 


to sound, de 


Most, if not all, of the aged health proposals before Congress include provision 


of dental services in varying extent. The American Dental Assoc 
that, as the representative of approximately 100,000 dental pract 


‘lation believes 
itioners, it has 


a vital and important interest in such legislation and should be accorded ful) 


opportunity to communicate its views in detail to the committee. 


The American Dental Association strongly recommends therefore that the 
Finance Committee not act upon new aged health care programs until it has 
had an opportunity to hold comprehensive hearings and to review the proveed- 
ings and recommendations that will be forthcoming from the 1961 White House 


Conference on Aging. 
APPENDIX I 


The American Dental Association wishes to bring to the committee’s attention 
a provision included in title VI of H.R. 12580 which introduces a standard for 
determining eligibility for ‘major dental treatment” that is professionally wm 


sound and unrealistic. 

The provision referred to is the language of section 1606(b) ( 
vides that only major dental treatment “to the extent determin 
clan to be medically necessary” is to be included as a benefit 1 
According to the House report on the bill (H. Rept. No. 1799 
sess., p. 134), this language is intended to exclude “routine dent 
conditions not seriously affecting a person’s general health.” 
meaning of the quoted statement from the House report is not « 


1) which pro- 
ed by 9 physi 
inder the lav. 
R6th Cong, M 
al services for 
However, the 


‘lear since se | 


tion 1606(b)(2)(j) specifically limits “major dental treatment” to conditions 


that have or may “seriously affect” a person’s general health. 


It is the opinion of the American Dental Association that the inclusion of 


these provisions in the bill indicates such ignorance of medic 
science and practice that doubt is cast upon the content of the 
definitely is illustrative of what happens when health care or « 


*al and dental 


entire bill. It 
ther technical 


legislation is drafted by persons having no knowledge of the subject and 


attempt is made to obtain professional advice and assistance. 


The association believes it should hardly be necessary to point out that by 
education, training, and experience dentists are acknowledged to be better 


trained and equipped to diagnose and determine the seriousr 
diseases than members of any other profession including medi 


1ess of dental 
cine. In fact 


doctors of medicine receive little, if any, training relating to dental disease 
and it is common and usual practice for them to refer patients to dentists whe 


a dental disease is suspected. Moreover, certain dental diseases 


and conditions 


in aged persons may be acutely serious, whereas the same disease in youl 
persons may be regarded as of a more or less routine nature. 
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ng, however, it is difficult to conceive of a dental disease in an elderly 
n which would not have serious effect upon his general health. In any 
erent, a proposed Federal statute such as H.R. 12580 need not contain such 
tations. The State and local administrators, in cooperation and consulta- 
tion with professional people who understand the problems, can best determine 
medical, dental, and other health needs of persons eligible for care. The 
medical care authorizations in the existing assistance statutes make no distine- 
tins and carry no restrictions of the type referred to in H.R. 12580, and pro- 
ms operated thereunder have not encountered difficulty in this regard; under 
those progralus eligible persons having conditions or diseases requiring treat- 
meat receive it without particular regard to the anatomical location of such 
disease or condition. 
It is also noted that under section 1606(b) (2) (1) an aged person with a seri- 
ms oral infection could not receive penicillin or other medication on the 
gription of his dentist. 
It is submitted that the restrictions referred to above are unnecessary and 
mrealistic and should be deleted from the bill. 


STATEMENT OF SoutTH DAKOTA STATE MEDICAL ASSOCIATION 


The South Dakota State Medical Association has considered carefully the 
problems surrounding provision of medical care for the elderly, some of which 
arecoyered in title XVI of H.R. 12580. 

The deliberations of the house of delegates during the association’s annual 
meeting in May resulted in what we consider a logical five-point program. Basic 
pints in that program are as follows: 

1. Implementation of a statewide medical care program for the indigent 
aged (categorical assistance recipients). 

2. Possible implementation of the above program to provide services to the 
near needy who do not meet the rigid requirements for indigency under old- 
age assistance. 

3. Improvement locally of nursing home facilities. 

4. Broadening of voluntary health insurance plans to cover aged with ability 
to purchase coverage. 

5. Removal of the $1,200 per annum ceiling of earnings of social security 
beneficiaries. 

Title XVI, as passed by the House of Representatives, may well meet the re- 
quirements of our point No. 2. Any change that would provide medical care 
to all beneficiaries of social security would be most unwelcome and ill timed. 
The doctors of South Dakota cannot accept the premise that all social security 
beneficiaries are destitute any more than we can accept social security as in- 
surance. Such programs are not actuarily sound, have established no real need 
for being, and are exorbitant in cost. 

It is respectfully recommended that title XVI of H.R. 12580 be accepted as 
passed by the House or deleted entirely pending deliberations of the White House 
Conference on Aging in January. 


Harrrssure, PA., July 1, 1960. 
Mrs, Evizanetu B. SPRINGER, 
Chief Clerk, Senate Finance Committee, 
Yew Senate Office Building, Washington, D.C.: 

Obviously time does not permit Pennsylvania Medical Society preparing testi- 
mony on H.R. 12580 suitable for printing in record. We have reviewed statement 
of Dr. Leonard W. Larson supporting H.R. 12580 and endorse his position. Please 
inform committee to this effect. 

DANIEL H. Bee, M.D., 
Chairman, Board of Trustees, Pennsylvania Medical Society. 


STATEMENT oF SENATOR FE. L. (Bos) BARTLETT IN Support oF S. 3508, Jung 29, 1960 


One of the great problems of our Nation, and one of the distressing facts, is 
that about 914 to 10 million persons over 65 have no medical care insurance. Al- 
though the Department of Health, Education, and Welfare has estimated that as 
many as 644 million persons over 65 have some coverage, a 1957 survey showed 
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that among hospitalized insured couples, 73 percent had zero to one-half of their 
medical costs met by insurance. 

It is clear that private insurance plans have been unable to meet the need for 
health insurance in this age group. The very period of life when the need for 
medical care is most urgent is the period of life when vast numbers of our fellow 
citizens are lacking the income or the insurance to provide that care. Many of 
these citizens must rely upon charity for assistance. Others live with the day- 
to-day dread of serious illness, which, when it comes, can erase savings, 

One consequence of this situation is that many Americans over 65 years of 
age are without the contentment and the peace of mind to which they aspire go 
justly. A second consequence is that preventive medicine, an area of medica} 
science of increasing significance, is largely neglected insofar as millions of our 
fellow citizens are concerned. 

It now appears that our country’s political leadership, regardless of party. 
recognizes the need for Federal legislation. The question is not whether there 
should be legislation, but what type of legislation should be enacted. 

As for me, I believe that 8S. 35083—the McNamara bill—is legislation America 
needs. By providing coverage for home health services, laboratory and X-ray 
services without the prerequisite of hospitalization, S. 3503 encourages preven- 
tive medicine and discourages unnesessary congestion of our limited hospital 
facilities. 

Primarily, the costs of insurance under the bill would be financed through the 
social security system. The dignity of American men and women would be en- 
hanced not only by protection against the increasingly prohibitive cost of medical 
eare, but also by their realization that benefits under this program are made 
possible only by their own contributions during the working years. A country 
which prides itself on self-reliance and initiative should be a country where 
men and women need not rely on charity or doles to meet medical needs in old 
age. At the same time, the concept of self-reliance does not prohibit our national 
community from facing the problem of medical costs for the aged in a sensible 
manner, apportioning the costs among the entire working population to mini- 
mize hardship and catastrophe to the individual. This principle is nothing 
more than the principle of all insurance programs, expressed by our people ina 
national decision. 

One of the virtues of S. 3503 is that provision is made for coverage of those 
citizens among whom the need is frequently most crucial. I refer to those re 
tired persons who do not qualify for OASI benefits. 

While using the simple administrative mechanism of the social security sys 
tem, the bill does not neglect those who are not qualified for social security pay- 
ments. A provision is in the bill to meet their need and to give them coverage. 
This provision, I believe, is one of the chief advantages of S. 3508 over HR 
4700. 

There are some who object to so-called compulsory features of the bill, but 
I submit that it is no less compulsory to pay charitable contributions to the sick 
out of general tax revenues than it is to increase social security levies to pay 
for this program of vital social legislation. 

The United States is the only major industrial Nation which has no plan for 
medical insurance for the aged. It is an old principle of government, and a 
conservative principle, that it is proper for government to help people to help 
themselves.. Approval of S. 3503 offers that kind of help and provides a real 
answer to a pressing national problem. 

I am hopeful that the committee and the Senate will act favorably on 8, 3508, 
so that the retirement years can be more truly “the golden years” and so that our 
senior citizens can know freedom from fear more completely. 


CAMDEN, N.J., July 6, 1960. 
SENATE FINANCE COMMITTEE, 
New Senate Office Building, 
Washington, D.C.: 


The members of the Industrial Union of Marine and Shipbuilding Workers of 
America, AFL-CIO, urge the Senate Finance Committee to adopt medical care 
benefits for the aged within the social security system. Only through this 
method can we insure equitable medical coverage for all the people in this 
country under an administratively feasible program which can be tied in with 
one already in existence. We unalterably oppose any medical program which 
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establishes a means test as a standard of whether or not such individual shall 
receive such care. By the time the means test is undergone the individual may 
well be dead. We hold that it is a matter of right and equity that those people 
who have established insurance for themselves under the social security system 
shall be assisted in furthering such self-insurance through a program of medical 
eare Which is covered by this system. This is not socialized medicine, it is 
merely insurance against disaster and grief which strikes every individual 
during his lifetime and only on a national scale can the cost be brought down 
tothe pocketbook of the average citizen. 
JOHN J. GROGAN, 
President. 
ANDREW A. PETTIs, 
Vice President. 
Ropp D. BLoop, 
Secretary-Treasurer. 


MEDICAL SOCIETY OF THE STATE OF NORTH CAROLINA, 
Raleigh, N.C., June 29, 1960. 
Hon. Harry F. Byron, 
Chairman, Committee on Finance, 
US. Senate, Washington, D.C. 

Deak Mk. CHAIRMAN: We regret the seeming urgency in legislative procedure 
which forecloses the opportunity of the Medical Society of North Carolina, 
through its officers, in having allocation of time in which to present in emphatic 
and personal testimony the sentiment expressed by this society and its members 
on the provisions of H.R. 12580 now before the Senate and your committee. It 
would seem highly desirable to us that the usual processes of government and 
legislation permit an adequate study of the problem of medical care and services 
to be required of the upcoming group of elder citizens which have so markedly 
excited leaders of a political concern and attitudes. To be sure, wise decisions 
nor workable plans are scarcely born of hasty considerations and action such 
as certain pressure groups are wont to devolve upon the Congress. This society 
conscientiously initiated a study of the question in 1955 based upon a natural 
and logical concern as it would with any etiology. As a result, this society 
adopted in its house of delegates in 1958 the principle of a general assistance 
program for the medical care of the aged and so recommended it to the North 
Carolina Advisory Budget Commission in 1958 and to the General Assembly of 
North Carolina in 1959. Out of this movement courses of action are in effect 
regarding many facets of the problem which are bringing solutions which the 
taxing Congress can never bring for lack of understanding and appreciation of 
the human equation as to gift of government on the one side and benefits to the 
citizen on the other. 

Briefly this society takes the following categorical stand: 

1. It never favors the taxing powers of government to do for people that 
which they can do adequately and do better for themselves than government 
ean. 

2. It finds vast inequities in the Forand principle of legislation and fears the 
threat of it in the form of amendments to H.R. 12580 should hearings fail to 
bring out needed study of the bill. 

3. By policy the Government has authorized and financed a citizens conference 
to treat with the subject of the aging—anent the White House Conference of 
1%1. Therefore, the Congress should give heed to its own directed course and 
await the word which may emanate from this voice of citizen-leadership par- 
ticipating in the 1961 White House Conference on Aging. 

4. In North Carolina there is in effect at this time programs of voluntary in- 
surance wherein 55 percent of the citizens 65 years and above are covered by 
hospital and medical care insurance and all logical trends in the development of 
this movement indicates that the figure of 65 to 68 percent will be reached by 
1%5. Therefore, a grant-in-aid program designed solely for those in need, 
proven by physician and local administration investigation constitutes sound pub- 
lic policy and programing. 

5. This society desires to assert its faith in community programs of teamwork 
in which the practicing physician participates and where we are demonstrating 
in this State that the combined approach of home nursing, physical therapy, 
community social and technical guidance is resulting in superior care in the 
home to that frequently afforded, with less efficiency, in the general hospital. 
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In such programs one takes note of the pride of achievement m*nifested in the 
chronically ill and aged care in the home and, indeed, pride of the family com 
munity, and health team which has made such individualized home care possible 
and practicable. : 

6. Wherein H.R. 12580 purports to extend the eligibility of compensation bene. 

fits to the totally disabled under OASDI, there is now strong indication of laxity 
in medical evaluations on the present nonpatient contact basis of team evalua- 
tions, including physicians who do not practice medicine nor keep abreast of 
the accomplishments for the disabled through clinical medicine. This malopers. 
tion in evaluations can only be extended and exaggerated were the Congress to 
add yet hundreds of thousands additional disabled to the scale of eligibility 
Moreover, this whole system of premium placed upon disability when related 
to voluntary compensation, industrial compensation, and veteran benefits, raises 
a point of grave concern whether the Congress does not indiscriminately create q 
class of malingerers and cheats for whom no self-respect or rehabilitation service 
serves to prise him away from the “benefit trough.” 
7. The previous Government policy approach to similar problems of economic 
need and of professional services has been efficiently devised in grant-in-aiq 
programs participated in wisely by State and local governments and usually ad- 
ministered wisely and efficiently at the community and State levels without a 
marked abuse in bureaucracy. Such devices need to be spelled out in a proper 
bill drawn after adequate study. 

8. Perhaps many citizens have equal or greater needs before the magie age of 
retirement (65) and for that reason adequate study of equivalent needs shonld 
be made before enacting half measures for those 65 and above. Investigation 
should be made of all who need general assistance in health services. 

9. Whatever plan is authorized in current enactments should be so stable as 
to not warrant tampering by immediate succeeding Congresses nor subject to the 
whims of political pressure groups. To do otherwise will invite political wreck. 
age of any program undertaken. Now this society favors the principles involved 
in H.R. 12580 or in title XVI. 

10. The society has never favored inclusion of medical physicians under social 
security, as the tax is discriminatingly high on the concentrated period of 
physician earning. Moreover, physicians tend to live shorter lives and work later 
age levels than other groups in the working market and thus would discrimi- 
nately receive fewer benefits from social security, and thereby would pay greater 
proportions of social security in support of other workers. 

11. Physicians throughout the world resist the impact of socialiaztion of medi- 
cine because all cases prove lowered standards of services and care under such 
systems and socialization is noted for its sordid interference with choice of and 
patient relationship with physician. These facts the Forand type proposal has 
never taken into consideration. 

For these reasons and other influences, we feel certain, the Congress will desire 
to take cognizance of and in so doing will yet desire to give deeper study to 
the overall program, thereby the present departures proposed and born of 
pressure tactics are being implemented in acts proposed in the Congress. 

Finally we file herewith and make a part of the Committee on Finance record 
a document entitled “Statement of the Medical Society of the State of North 
Carolina, H.R. bill 4700, 86th Congress. by John Robert Kernodle, M.D., July 10, 
1959, to the Committee on Ways and Means, U.S. House of Representatives,”* 

Respectfully submitted. 

Amos N. Jounson, M.D., President. 


New York Horei Trapes Councit, AFL-CIO, PENSIONERS SOCTETY, 
New York, N.Y., June 28, 1960. 
Senstor Harry Frioop Byrp, 
Chairman, Finance Committee, 
U.S. Senate, Washington, D.C. 

Dear Senator Byrp: We are writing to express the views of 2,600 pensioners 
and 35.000 active members of the New York Hotel Trades Council. 

We stroncly urge that von support legislation to provide prepaid health care 
for our aging citizens. We favor the social security mechanism as the most 
efficient, economical, and practical method. Health care insurance is a logical 
addition to the social security system. 





1 Filed in Finance Committee files. 


| 
| 
| 





( 
avi 


* 
wi 
Th 
po 


su 


eSewonmreaw => = 


oF 
go 








in the 
Pe com. 
Ossible 


1 bene. 
laxity 
'Valua- 
AaSt of 
opera. 
ress to 
ibility, 
"elated 
raises 
‘eate a 
eT vice 


nomic 
-in-aid 
ily ad- 
out a 
proper 


age of 
should 
gation 


ble as 
to the 
vreck- 
volved 


social 
od of 
¢ later 
crimi- 
reater 


medi- 
* such 
f and 
al has 


desire 
dy to 
rn of 
‘ecord 
North 
ly 10, 
ves"! 


ent. 


60. 


oners 


| care 


gical 


SOCIAL SECURITY AMENDMENTS OF 1960 431 


Our pensioners, whose income from social security and their pension combined 
averages about $103 monthly, can barely afford the daily necessities of life. 
They cannot additionally pay for health insurance. 

The entire membership of our council is unalterably opposed to legislation, 
which requires older people, with reduced income, to pay for health insurance. 
They are opposed to subsidizing commercial insurance as too costly. We see no 

ibility that all States will raise the necessary funds to put a Federal-State 
subsidized insurance program into effect. 

Most of our States are having difficulty meeting their budgets now. Further 
tax increases are anticipated without adding the heavy burden of health care. 

New York State officials have publicly stated that the expense of subsidizing 
health care insurance would be beyond the ability of the State to meet. Gov- 
enor Rockefeller has vigorously opposed the subsidizing method and has de 
cared for the social secuirty principle as most sound and practical. 

Only yesterday six other Governors including Brown of California rejected all 
other methods of financing health care and endorsed the Forand principle, 
through social security. 

The people do not want charity. They will not accept a means test or 
investigation of their private affairs. They want security with dignity. They 
are Willing to pay for it, now, when they can afford it, so that when they are 
forced to retire this problem won't exist. 

We urge you to actively support legislation providing health care for the 
aging under social security and to seek passage of it at this session of Congress. 

Very truly yours, 
Watrter J. SHeerin, Director. 


PITTSBURGH, PA., June, 29, 1960. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington D.C.: 


Would like to appear before committee to testify in support of legislation to 
provide health benefits to aged through contributory social security system. 
However do not want to delay completion of committee’s work in the closing days 
of session, therefore would prefer to be recorded favoring adding health benefits 
tothe OASDI system and having this telegram included in the committee’s record. 


MARVIN R. PLEsseET, M.D. 


ALAMEDA-CONTRA Costa MEpICAL ASSOCIATION, 
Oakland, Calif., June 24, 1960. 
Hon. Harry Byrp, 
Senate Office Building, 
Washington, D.C. 


Dear Str: It is a pleasure to communicate with you with regard to a piece of 
legislation which can be honestly supported by the vast majority of medical doc- 
tors in our Nation who are the only people who have daily contact and intimate 
acquaintance with the health problems and needs of the aged. 

This is title XVI of H.R. 12580. The diligent work of the House Ways and 
Means Committee has closely identified the needs of indigent old people, and has 
taken a long step toward solving them in a manner which is not disruptive of 
present mechanisms of medical practice and medical economics. This solution 
will permit continued improvement and evolution in the fields of health insur- 
ance and particularly in the field of providing medical services to the aged. It 
has the additional virtue of economy, local control, and local self-determinism to 
vermit recognition of the variability of medical problems in the widely differing 
areas of our Nation. 

The medical association urgently suggests that further necessary considera- 
tion by the Senate Finance Committee be accorded this legislation. 

Yours very truly, 
Joun G. Morrison, M.D., President. 
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GOLDEN AGE CLURs, 


Trenton, N.J., June 28. 1 
Hon. Harry F. Byrp, dae 


Chairman, Senate Finance Committee, 
Senate Building, Washington, D.C. 


Drak SENATOR Byrp: We, the members of the Golden Age Club, 250 senior 
citizens, wish to express our firm conviction that the bill for medica] care for 
the aged which has been approved by the House is most inadequate and wil] not 
provide the assistance so desperately needed by us. 

It seems only logical and certainly more economical to use the well-established 
mechanism of the old-age and survivors insurance program to supply this addi- 
tional care. 

The basic governmental responsibility is imperative at this time if you sincerely 
wish to bring aid and relief of the senior citizens in this vital matter of medical 
care. 

We urge you to use your good office to bring out a bill which will provide 
adequate medical care as part of the OASDI program. 

Very truly yours, 
BENJAMIN BERMAN, President. 


Broome Country MEDICAL Soctery, 
Binghamton, N.Y., June 28, 1960. 
Senator Harry F. Byrp, 
U8. Senate, Washington, D.C. 


Dear SENATOR Bykp: The Broome County Medical Society of the State of 
New York is in favorable accord with the action taken on social security bill 
H.R. 12580. This includes new medical care title XVI grant—in-aid program for 
the “Near Needy” aged with local determination of eligibility and administra- 
tion. 

We strongly urge, however, that the Senate Finance Committee hold hearings 
on this bill. We urge further, that no legislative action be taken on H.R. 12580 
pending completion of adequate studies on the overall problem of health care 
for the aged. 

Our reason for making these requests is obvious—the ever-increasing multipliec- 
ity of ideas regarding medical care of the aged indicates that a proper solution 
is still being sought. Until such time as the results of careful, thoughtful 
studies are known, we feel that hurried legislative action at this time would 
fail to achieve any real solution to the problem of medical care for the aged. 

Respectfully, 
Joun A. KALs, M.D., 
Chairman, Legislative Committee. 


RESOLUTION ON SocraL Securrry TERMINOLGY BY THE ARKANSAS STATE ASSOCIA- 
TION OF LIFE UNDERWRITERS 


Whereas the Arkansas State Association of Life Underwriters (hereinafter 
referred to as “ASALU”), a trade association representing 642 members, be 
lieves that the use of insurance terminology in the social security program 
has created a misconception by the public, since the social security program 
is not insurance, nor are social security taxes “premiums”: Now, therefore, 
be it 

Resolved by the board of directors of the ASALU, That it is hereby urgently 
requested that Congress delete all insurance terminology from the social security 
program, that a declaration of policy be incorporated in the act pointing out 
that the program is not, and is not intended to be, an insurance program and 
that it shall henceforth not be represented as such in any way by any official 
or employee of the Federal Government ; and be it further 

Resolved, That a copy of this resolution be sent to President Eisenhower; 
Hon. Arthur S. Flemming, Secretary of the Department of Health, Education, 
and Welfare, Hon. John L. McClellan, Hon. J. W. Fulbright, Hon. Dale Ab 
ford, Hon. Wilbur Mills, Hon. W. E. Gathings, Hon. W. F. Norrell, and Hon. 
Oren Harris; and be it further 

Resolved, That a copy of this resolution be sent to the National Association 
of Life Underwriters as an indication of support in principle of its position 
opposing the use of insurance terminology in the Social Security Act. 
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CANpor, N.Y., June 29, 1960. 
Re medical care for the aged. 


senator HARRY F. Byrp, 
¢hairman, Senate Pinance Committee, 
senate Office Building, 

Washington, D.C. 

Sm: Social security bill H.R. 12580 is before your committee for deliberation. 
May add my comment to it. — 

Legislation concerning revision of our social security system and the medical 
are for the aged is of utmost importance. The decisions reached will influence 
the picture of our country’s retirement philosophy and tax structures to a very 
high degree. 

There is felt a sense of urgency in congressional circles about this problem, 
a feeling which is accentuated by the nearness of the forthcoming elections. 
[ like to appeal to the sense of levelheadedness of yourself and your commit- 
tee members not to rush to any conclusions while exposed to undue pressures of a 
political nature. . 

Congress has set up machinery to prepare for the 1961 White House Con- 
ference on Aging, and it can rightly be expected that the country’s best minds 
will be available at that time to help in reaching the really best possible solu- 
tion. All the efforts and expenses made in connection with it would be wasted 
if legislation were passed now before the White House Conference had a chance 
to meet. 

[had the opportunity to participate in a preparatory regional meeting which 
was held in Binghamton, N.Y., on April 20, 1960. It may interest you that 
it was the unanimous consensus of the group that Forand-type bills are not 
the answer to the medical care problem of the aged. 

It was brought out that no amount of governmental subsidy will ever prove 
satisfactory. Rather, the best approach was felt to be an improvement of the 
earning power and financial situation of the aged in such a way that they 
themselves can be in a position to pay for their own medical care expenses. 

At present a man of 6} is forced to retire from his job, and to reduce himself 
to the low income level for the social security benefits plus no more than $1,200 
outside income a year. These stipulations were originally written into the social 
security legislation in order to relieve the labor situation of the thirties. That 
situation has basically changed since then and will probably never return. In 
the meantime experience has proved that that philosophy is not even as ideal as 
was originally assumed. Industry has frequently suffered through the loss of 
valuable skills. The retired worker has not always found the enforced leisure- 
time to be a desirable paradise. 

The various panels studying this problem made the following recommenda- 
tions : 

(1) Retirement should be permissible on a physiologic basis not compulsory 
because a worker reaches his 65th birthday. 

(2) The ceiling on maximum earnings should be raised considerably or prefer- 
ably the restrictions on earnings should be lifted altogether. 

(3) A worker’s vested rights in his pension funds should be protected even 
when he changes jobs thus guaranteeing him the full pension income which he 
has earned through his lifetime accumulation of contributions. 

(4) Voluntary health insurance should be made available which— 

(a) provides coverage irrespective of age or usage: 

(b) is guaranteed convertible from group contract to nongroup contract; 

(¢) provides the option whereby a man may elect to pay higher premiums 
during his working years but then has his policy fully paid up at age 60 or 65. 

(5) Assistance on the Federal or State level should be made available to pro- 
vide the needy with protection against catastrophic illness. The premiums pay- 
able for such subsidized major insurance and the amount of the deductible excep- 
tion should be graded according to a man’s need (not across the board to 
everybody like the provisions of the Forand bill). 

After recommendations 1 to 4 are in effect the majority of retired workers will 
eventually have no difficulty to pay the initial deductible expense from savings, 
Income, or through private insurance coverage of their choice before they have 
to call on the major medical coverage suggested in recommendation 5. I hope 
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that you and your committee will see fit not to vote for any immediate legislation 
before not all the factors involved have been carefully studied in an atmosphere 
of unhastened search for true wisdom. 
Sincerely yours, 
Joun H. Jakes, MD, 


STATEMENT BY ILLINOIS MANUFACTURERS’ ASSOCIATION IN OPPOSITION TO PRopogep 
AMENDMENTS TO THE Soctat Security Act, H.R. 12580, June 30, 1960 


The Illinois Manufacturers’ Association embraces in its membership approxi. 
mately 5,000 manufacturing firms in Illinois, large, small, and medium sized 
which are engaged in a wide variety of production activities. Our members have 
a very direct interest in the subject of these hearings, and we are grateful for the 
opportunity to present our views to your committee. 

We have carefully considered the changes which would be made in the Social 
Security Act if H.R. 12580 is enacted into law, as well as the numerous other 
proposals which were considered by the House Ways and Means Committee. We 
are especially concerned with the changes which are proposed in “Title IIT: 
Benefit Amounts,” “Title IV: Disability Insurance Benefits,” “Title V: Employ- 
ment Security,” and “Title VI: Medical Services for the Aged.” We wish to 
express opposition to many of these proposed changes. 


IMA PREDICTIONS IN 1935 WERE WELL FOUNDED 


In a bulletin to members of the Illinois Manufacturers’ Association dated May 
6, 1935, at the time the social security bill was being considered in the Federal 
Congress, IMA expressed opposition to this legislation for a number of reasons 
and predicted that it would impose stupendous and ever-growing tax burdens 
upon industry and the American public. The predictions made at that time re 
garding the stupendous costs of this program were underestimated. In the fiseal 
year 1958 the taxes collected under the retirement, survivors, and disability in- 
surance program totaled $13,099 million. This was equal to 18.3 percent of the 
amount of the entire Federal budget of $72 billion, 

In the IMA bulletin of May 6, 1935, previously referred to, we predicted that the 
future course of the social security program would be dictated by political ex- 
pediency. The following is a quotation from that bulletin: 

“When the principles of this measure have been incorporated upon our Federal 
and State statute books, future consideration of social legislation would be almost 
entirely a matter of political expediency. Old-age pensions, unemployment in- 
surance, etc., would become political footballs. Greater coverage and more gen- 
erous allowances would be the principal issues in subsequent sessions of our legis- 
lative bodies. The ‘sky would be the limit.’ 

“The recent almost unanimous vote of the House of Representatives of the Fed- 
eral Congress on this measure illustrates how thoroughly politics dominates 
consideration of legislation of this type. Many of the Members of Congress 
voted for the bill against their best judgment, frankly saying that it would he 
‘political suicide’ to do otherwise because of the great public sentiment for this 
legislation.” 

This prediction has certainly been borne out. The act originally provided that 
retirement benefits would be paid only to retired workers at age 65 or over, with 
the first payments to be made in 1942. But, in 1939 Congress began changing the 
program, moving up the first payments to 1940 and providing benefits for men- 
bers of the families of retired or deceased workers. During the past 20 years 
group after group has been added to the eligibility rolls, benefit payments ¢o- 
stantly raised, age limits lowered, eligibility broadened, and taxes increased. 

The most sweeping changes were voted successively in 1950, 1952, 1954, 1956, 
and 1958—all election years for Members of the House of Representatives and 
one-third of the Members of the Senate. Unfortunately, our Social Security Act 
has become a political football. 


MEDICAL CARE FOR THE AGED 


In this election year of 1960 the subject of hospital and medical care for the 
aged has assumed great political importance. Both political parties are using 
medical care proposals to compete for the votes of the 16 million citizens who 
are 65 years of age and over. This is a voting bloc of more than ordinary Pp 
tential. 
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The House Ways and Means Committee spent many months considering many 

ls to provide medical and hospital care for aged persons. The committee 

finally was able to devise a bill, H.R. 12580, which on the surface is somewhat 

milder in its provisions than most of the other proposals. However, the manu- 

facturing industry in Illinois as represented by the Illinois Manufacturers’ Asso- 
gation is not in favor of this proposed legislation. 

Efforts will probably be made in the Senate to amend H.R. 12580 to include 
many of the objectionable features which the House Ways and Means Committee 
has already turned down. It would be a great disservice to the American public 
ifany such vast new permanent program, costing billions of dollars a year, were 

in haste and in an atmosphere supercharged with election year politics, 

Once such a measure is enacted into law, succeeding Congresses will be under 

ure, as past ones have been since the first social security measure was 
adopted, to extend both coverage and benetits. 


HEALTH INSURANCE COVERAGE IS EXPANDING 


Adequate health insurance is available at reasonable premiums for aged 
persons as well for the general population. Voluntary health insurance is a 
sound and economic means for providing the aged with the medical care they 
need. Great strides have been made in the number of aged persons being covered 
by private insurance programs. The health insurance industry estimates that 
by the end of this year 65 percent of our older people who need and want such 
protection will be covered by voluntary health insurance; 80 percent will be 
covered by 1965, and by 1970, 90 percent of our older population will have such 
protection. It is obvious that the proponents of this legislation propose a per- 
manent governmental scheme as the answer to a temporary problem. 

If the Government gets into the health insurance business, voluntary in- 
surance programs would be undermined and replaced. The Government would 
force a large segment of a private industry out of business. Private enterprise 
could not compete with a Government system of health benefits. 

Under the present system of private medicine, Americans have the highest 
quality of health care in the world. Americans can be proud that there is no 
evidence that the aged fail to receive adequate health care because they cannot 
pay. This isa real tribute to the medical profession. 


DECISION ON MEDICAL CARE SHOULD BE DEFERRED UNTIL 1961 


The White House Conference on the Aged will be held early in 1961. At that 
time representatives from each State will discuss the whole general problem 
concerning our aged population. Certainly this would be an ideal time to re- 
solve such an important issue as medical care. No Federal legislation should 
be enacted until the results and findings of the White House Conference are 
known and studied. 

Medical care in any guise is a start toward socialized medicine. Even though 
it might temporarily be limited in scope it would provide an opening wedge for 
establishing a compulsory health-care program for citizens of all ages—con- 
taining certain built-in invitations for pressures to expand any initial program 
that might be adopted. 

The quality of medical and hospital care in the country and our private 
medical system would be weakened. The Federal Government would set rates 
of compensation for hospitals, nursing homes, doctors and dentists, as well as 
setting standards of care. Underestimates in costs (a likely possibility) would 
Tesult in pressure to reduce charges, which in turn would mean a reduction in 
quality of care. Overusage of facilities would be inevitable and would diminish 
Standards of care. 

It would strengthen efforts in other fields to centralize further the direction 
and control of our economic and social system, and weaken the efforts to attain 
steady, sustained progress through encouragement of individual initiative, per- 
sonal freedom of choice, private enterprise achievement, and loeal and State 
responsibility. The ultimate responsibility for health treatment rests with the 
individual rather than through Government action. 

A number of services are now available to provide medical care for persons 
65 years of age or over, including— 

(@) The individual himself and his family. 
(b) Employers. 
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(c) Community and social agencies. 
(d@) Favorable fee treatment by doctors, hospitals, etc. 
(e) Insurance companies and Blue Cross organizations. 


Recommendation 


The IMA submits that the Government—Federal or State—should not under. 
take to furnish medical care for the aged until there has been a clear and UNmis. 
takable demonstration that existing services are not adequate to supply gy 
vare. We have seen no demonstration whatsoever of such inadequacy. 

We recommend, therefore, that all legislation now pending which is designed 
to provide medical care for aged persons should be rejected. 


BENEFITS TO DISABLED PERSONS 


H.R. 12580 includes a provision which would remove the age limit of 50 years 
to allow disabled persons to qualify for disability insurance benefits. We arp 
not in favor of that proposal. 

On February 2, 1956, a representative of the Illinois Manufacturers’ Associa. 
tion appeared before the members of the Senate Finance Committee when it was 
considering proposals to include benefits to disabled persons in the Social See. 
rity Act. He said that benefits to disabled persons is a separate problem and 
does not belong in the old age retirement program and that it would bea big step 
toward socialized medicine. He continued: 

“We could expect constant pressure for future liberalization provisions. The 
age of 50 is no magic figure as the dividing line for benefits. The disabled, re. 
gardless of age, would soon be demanding benefits. Benefits for dependents for 
disabled persons would doubtless be demanded in future years.” 

This prediction was well-founded. Dependents of disabled persons are now 
eligible for benefits. It is now proposed to remove the age limit and provide 
benefits for all disabled persons regardless of age. We object to this further li} 
eralization of the Social Security Act. 


INCREASE IN FEDERAL UNEMPLOYMENT TAX 


H.R. 12580 proposes to increase the Federal unemployment tax paid by em 
ployers from 0.3 percent to 0.4 percent of their payrolis. The money which is 
collected from that tax is used to finance the administration of the unemployment 
compensation and the employment service programs of the various States. 

The employers in the State of Illinois object to this tax increase. Ever since 
the enactment of this tax Illinois employers have been short-changed. During 
the fiscal years 1936 to 1953 they paid a total of $222,672,000 in Federal u- 
employment taxes but only $103,674,000 or 46.6 percent was returned to Illinois 
for employment security purposes. Illinois employers object to financing the 
programs of other States and resist a further increase in the tax which they 
must pay. 

During the fiscal years 1936 to 1953 employers in all States paid $2,827,802,00 
in Federal unemployment compensation taxes. Of this amount, only 67.7 per 
cent or $1,914,058,000 was used for the purpose for which the tax was paid. Th 
surplus of $913,744,000 which was not used for employment security administra 
tion went into the Federal Treasury. 

Since 1954 the surplus has been used to build up a loan fund of $200 million to 
be used for loans to States which exhaust their trust funds from which benefits 
are paid and the balance was returned to the individual States. 

One of the proposed reasons advanced for the increased Federal tax is to build 
up the loan fund to $550 million instead of the present $200 million. We recom 
mend that a part of the nearly a billion dollars surplus which was paid by 
employers and not used for the purpose intended, be appropriated by the Com 
gress and added to the loan fund instead of increasing the Federal tax for this 
purpose. 

There is probably no other law that commits future generations to greater 
financial obligations than does our Social Security Act. 

It is unwise and unnecessary for Congress to mortgage the future of Americali 
as a free people by enacting legislation of the type presented in H.R. 12580. In 
the best interests of all, we ask you to vote against these proposals. 
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STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES ON 
AMENDMENTS TO THE SOCIAL Security Act or 1935, Juty 5, 1960 


The Chamber of Commerce of the United States supports some social security 
proposals being considered by your committee, but is opposed to all the health 
imder. | gre proposals for reasons outlined in this statement. 
nmi. 


Such MEDICAL CARE FOR THE AGED 






































H.R. 12580 would create a new program (title XVI), involving Federal grants- 
in-aid to those State which provide medical assistance to aged persons who cannot 
readily afford costly illness. According to the report of the House Ways and 
Means Committee, this program would initially cost about $325 million annually, 
with the National Government supplying $165 million and States, $160 million. 

This report estimated that the number of aged who might qualify for such 
medical assistance number from 500,000 to 1 million in a year. We have 
examined the committee report in detail and we believe that data now avail- 
able are inadequate on which to make a reasonable, reliable estimate of the 
additional cost to the National Government and to the State governments. 
Also, we find no data indicating all States need to establish such programs. 

Finally, the Ways and Means Committee held no public hearings on this 
proposal, and the Senate Finance Committee held only 2 days of hearings. We 
feel that there has not been sufficient opportunity to study this proposal. For 
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The these reasons, the national chamber is opposed to this proposal in H.R. 12580. 
d, re. Several other proposals for providing medical care for aged persons within 
‘Ss for the OASDI program, including S. 881, S. 1151, S. 2915, and S. 3508, are also 

before this committee. The first three embody what is sometimes referred to 
now as the Forand principle which would pay for limited hospital and other speci- 
ovide fed medical care from the OASI trust fund. This care would be provided to 
T lib- those drawing social security benefits, as well as to those eligible to receive 


benefits but who are not receiving them because they are earning a self-support- 
ing living. In other words, there is no work test. These health care service 
benefits would be provided to almost 2 million people who have not retired, as 
well as to the 10 million who have. 

The national chamber is opposed to these bills embodying the Forand approach, 
because, first, they would establish a “service” benefit in social security in lieu 
of the cash benefit; second this benefit would be provided to older persons 
(women 62 and over, men 65 and over) who are earning self-supporting incomes 
and hence may have experienced no wage loss. 

We believe that the National Government should not initiate any kind of 
benefit in social security which denies to each individual the freedom of choice— 
the freedom to decide how he wishes to spend his benefit money. In the case 
of these proposals, additional benefit money would be raised by increasing social 
security taxes, However, none of this money would be paid to the beneficiaries 
80 that each could decide how he chooses to spend it. Instead, it would be used 
to pay for certain health care benefits for which Congress feels he should be 
compelled to use that income. 

The national chamber is also opposed to the Forand approach because it 
abolishes the work test. Age (62 for women and 65 for men) would then be 
the main factor determining who would receive this health care protection, 
and who would not. We see no more justification for mere age alone as the 
deciding condition of eligibility for health care benefits than we do age 50 for 
disability benefits. 
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uild We believe that within a relatively few vears this age requirement would be 
thy eliminated and we would then have a universal compulsory health care pro- 


gram for all—regardless of age. Incidentally, a universal compulsory program 
is the admitted long-range goal of leaders of organized labor (see testimony of 
Mr. Nelson Cruikshank and Mr. Walter Reuther, “Hospital, Nursing Home, and 
Surgical Benefits for OASI Beneficiaries,” hearings, House Committee on Ways 
and Means, 86th Cong., Ist sess. pp. 101, 408). 

Adoption of any Forand-type proposal (as well as 8. 3503) is the certain way 
to achieve this goal—piecemeal. In consequence, the national chamber is op- 
posed to all Forand-type proposals since we believe the National Government 
should not intervene in any area in which it has been demonstrated that private 
effort, depending upon individual freedom of choice, can meet human needs and 
wants. 
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The tax costs of such a universal program would certainly equal the amount 
people voluntarily spend for such health care, which in 1958 totaled more than 
$16 billion. Experience in other countries where health care benefits are su 
posedly ‘‘free,” strongly suggests that the tax costs would exceed this $16 billion 
amount—and would involve many billions of dollars additional social secu 
taxes annually on workers and on business. This additional tax burden could 
threaten public acceptance of the present social security program On which go 
many millions now depend as a “floor of protection.” In considering any 
changes in social security, it must always be borne in mind that the pregen: 
schedule of benefits will require a 50-percent increase in taxes on workers ang 
on employers by 1969. Assurance of benefits in the future depends wholly on 
workers’ willingness to pay these much larger taxes. 

In slight contrast to these first three bills (S. 881, 8. 1151, and 8S. 2915) §. a5q3 
contains a kind of a work test but it differs radically from the one now in gp. 
cial security. The present work test is one which must be met each and every 
year until age 72. However, the work test in S. 3503 is one which must be met 
only once—in any calendar year after a woman's 61st birthday or a man’s 64th 
birthday. Having met this test once, a person could receive health care benefits 
regardless of whether he was truly retired, or working full-time. 

Here again, age would be the decisive factor separating those who would get 
benefits from those who would not. The inequities are obvious. For example, 
in the case of two men—one, aged 643 and the other 65, and both working fu}. 
time and receiving the same pay—the first one would receive no health care 
benefits while the second one would get such benefits. We do not believe such 
inequities could long persist—Congress would soon remove “age” as a condition 
of eligibility. 

It should be noted that the work test in S. 3503 for health care benefits jg 
$2,000 of earnings in any calendar year, or $100 a month wages in each of 3 
months in any calendar year after a woman’s 61st birthday, or after a man’s 
64th birthday. This “test’’ differs very materially from the present work test for 
cash benefits. In consequence, many older people would receive the proposed 
health care benefits under social security but could not receive cash benefits 
Obviously, the easier work test in S. 35083 would soon be made to prevail for the 
social security cash benefits as well. 

As under the Forand-type proposals, social security would then no longer 
be a system of benefits partially to replace wage-loss on retirement, but one pay- 
ing benefits automatically at age 65. Tax costs would increase very sub 
stantially. Since monthly income guaranteed at age 65 can be obtained throngh 
private enterprise, we do not believe the National Government should intervene 
in this field. 

Should a sound work test be placed in any Forand-type proposal, or in 8. 3503, 
the national chamber would still oppose the initiation of the service type bene 
fit in social security. In a compulsory program, there is no substitute for pay 
ing benefits in cash that is acceptable to free Americans. Benefits in cash alone 
preserve the individual’s freedom to decide how he wants to use that income— 
to choose whether he wishes to save it, or to spend it—to spend it for medicine, 
drugs, health insurance, or for other things to meet his own needs. 


OTHER SOCIAL SECURITY CHANGES 


H.R. 12580 would extend social security coverage. The national chamber has 
long had the following policy—‘“The system of Federal old-age and survivors it- 
surance benefits now covers more than 90 percent of the workers of the cout 
try. Extension should be made promptly to the few noncovered groups.” 

Another provision in H.R. 12580 would reduce the quarters of coverage re 
quired for benefit eligibility. The national chamber is opposed to this proposal 
easing quarters of coverage from one out of two to the one out of four asa 
condition of benefit eligibility. We know of no conditions which would justify 
this change. 


CHANGES IN THE FEDERAL UNEMPLOYMENT TAX ACT 


H.R. 12580 would increase the Federal unemployment tax rate on employer 
payrolls from 3 percent to 3.1 percent. The maximum credit against this would 
remain at 2.7 percent. The net effect is to increase the Federal unemployment 
compensation tax rate from 0.3 to 0.4 percent on the employers’ payrolls covered 
by the act. 
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The present Federal unemployment compensation tax rate continues to yield 
revenues in eXcess of the amounts required for administrative purposes and for 
the Employment Service. Consequently, the national chamber is opposed to any 

in these taxes since additional moneys to operate an effective unem- 
ployment compensation program are not now needed. 


RocuHEstTeER, N.Y., June 30, 1960. 
senator Harry F. Byrp, 
Committee Chairman, Senate Committee on Finance, 
(8. Senate, Washington, D.C.: 

As a doctor of medicine I should like to appear before your committee to tes- 
tify in support of legislation to provide health benefits to the aged. However, 
[don’t want to delay completion of your committee’s work in these closing days 
of the congressional session and if my personal appearance would hold up the 
cmmittee’s deliberations I would prefer to be recorded favoring added health 
penefits to the OASDI system by having this telegram included in the com- 
mittee’s record. 

Wir11aM A. Sawyer, M.D., 
Medical Consultant, International Association of Machinists. 


PHILADELPHIA, Pa., July 1, 1960. 
Senator Harry F. Byrp, 
Chairman, Committee on Finance, 
US. Senate, Washington, D.C.: 

As medical director of the Sidney Hillman Medical Center, I would like 
to go on record as requesting that your committee give favorable consideration 
to legislation providing health benefits to aged through social security system. 

JosepH A. LANGBoRD, M.D. 


WASHINGTON, D.C., July 1, 1960. 
Hon. Harry F, Byrp, 
Chairman, U.S. Senate Office Building, 
Washington, D.C.: 

Textile Workers Union of America, AFL-CIO, representing over 220,000 
workers in 88 States, request that it be recorded in current hearings of Senate 
Finance Committee as urging adoption at this session of legislation assuring 
health care for the aging along the lines of the McNamara and Forand bills. 
We insist upon the social insurance principle as absolutely essential to a sound 
and workable bill to aid the aging. We reject a means test as degrading, unfair, 
and cumbersome. Please record our opposition to title VI of H.R. 12580 and 
our support for a measure similar to 8. 3508. Recent convention of our union 
voted this position after full debate in which only rank and file delegates took 
floor, 

WILLIAM POLLOCK, 
General President, Tertile Workers Union of America, AFL-CIO. 


ELKINs, W. VaA., June 30, 1960. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C.: 

As a practicing surgeon and hospital medical director I feel the present 
proposed social security system for assisting the aged in the cost of their medical 
care is the best presented to date. I heartily urge its passage and shall be 
willing to testify on its behalf. Should time not permit I ask that this con- 
current telegram be incorporated in the records. 

BENJAMIN I. GoLpEN, M.D. 


HAMDEN, Conn., June 30, 1960. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
New Senate Office Building, Washington, D.C.: 
The Connecticut State Labor Council strongly urges your committee report 
favorably a bill of health care for senior citizens. Based on the well-established 
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social insurance principle of social security there is no adequate and equitable 
means of alleviating the financial burden of medical and hospital costs which 
retirees on reduced income face. The social security solution to this probj 
based as it is on contribution of employer and employee, is the least costly 
all solutions to Federal and State Governments. 
JosePpH M. Rourke, 
Secretary-Treasurer, Connecticut State Labor Couneil, 


IrnHaca, N.Y., June 30, 1969, 
Hon. Harry F. Byrp, 
U.S. Senate, Washington, D.C.: 


Regarding your current hearings on proposed legislation for health care of the 
aged, may I request insertion of remarks into your committee record. Ag 
physician engaged for 20 years in administrative medicine at the level of the 
local community, the State, and the Federal Government, I am convinced that 
health services of aged persons can be maintained at proper American standards 
only through insurance which is fully paid up before age 65. This is mogt 
feasible through our well-established social security system. Such coverage 
would halt the rise in voluntary hospitalization insurance premiums now car. 
ried by wage-earning citizens while also reinforcing the financing of our volyp. 
tary hospitals at their weakest points. I therefore urge amendment of the 
Social Security Act to provide hospital and medical services for aged benef. 
ciaries. For identification purposes I am an associate professor of administra- 
tive medicine at Cornell University. 

MILton I. Roener, M.D. 


PoRTLAND, OrEG., July 1, 1960, 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Room 2227, New Senate Office Building, Washington, D.C.: 

On behalf of the International Woodworkers of America, AFL-CIO, we urge 
you and your committee to adopt a program of medical care for the aged within 
the social security system. We urge you to oppese direct relief approach and 
means test requirements. 

A. F. Hartuna, 

International President, International Woodworkers of America, AFL-CI0, 


Detroit, Micu., June 30, 1960. 
Hon. Harry F. Byrp, 
Chairman, Senate Committee on Finance, 
U.S. Senate, Washington, D.C.: 

Urge that the Finance Committee give favorable consideration to amending 
House Ways and Means Committee social security bill to provide that broad 
health benefits for the aged be obtained through the social security system. 
This will afford the most sound and economical solution to a vast social and 
economic problem. Please include this telegram in the record of the committee. 


FREDERICK D. Mort, M.D. 


MEYERSDALE, P., June 30, 1960. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

I do not feel that the present bill for medical assistance to the senior citizens 
is nearly adequate. Any legislation must be coupled with social security bene 
fits in broader coverage to be satisfactory. 

Ross RAMBAUGH, M.D. 


Sarisspury, Pa., June 30, 1960. 
Senator Harry F. Byrp, 
Chairman, Finance Committee, 
Senate Office Building, Washington, D.C.: 


In my opinion the present administration hospitalization bill for the aged is 
unfair to the majority of our senior citzens. I feel strongly that any adequate 
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# should be part of the social security program. I just returned from a 
th’s survey Of Buropean hospitals and found that the aged in the seven 
es I visited are adequately protected against the insecurities of expensive 
gpitaliza tion by national insurance programs. 
ALEXANDER SOLosko, M.D., 
Chief of Staff, Meyersdale Community Hospital, Meyersdale, Pa. 


AUSTIN, TEx., June 30, 1960. 


fury BYRD, : 
irman, Senate Finance Committee, 


[8. Senate, Washington, D.C: 


jn behalf of the 675 members of the Texas Hospital Association who are 
ielicated to the better health of all Texans, we urge you to use your vote and 
gfuence to defeat the unnecessary legislation pending before the Senate re- 

ing federally supported health care for the aged. This is a local and State 
sponsibility and we are doing our utmost to provide the necessary care through 
wluntary means. 

FreD R. HIGGINBOTHAM, 

President, Texas Hospital Association, 


CINCINNATI, OHI0, Jume 30, 1960. 
Hon, Hagry F. Byrp, 
Room 227, New Senate Office Building, 
Washington, D.C.: 

lurge your committee to adopt medical care benefits for aged as part of social 
security system and oppose any means test legislation. 
GEORGE M. HARRISON, 
Brotherhood of Railway Clerks. 


WInvbOw CLEANERS UNION, LOcAL 16, 
BUILDING SERVICE EMPLOYEES INTERNATIONAL UNION, 
Pittsburgh, Pa., June 29, 1960. 
Senator HARRY BYRD, 
Chairman, Senate Finance Committee. 

Deak Senator: On behalf of 250 members of our organization and for myself, 
lam writing this letter to urge you to do all in your power to support the 
Senate bill 3503. 

Your support of this bill will be greatly appreciated. 


Very truly yours, 
Leo Kaprus, Secretary-Treasurer. 


U.S. SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
July 1, 1960. 
Hon. Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
New Senate Office Building, 
Washington, D.C. 

Deak Mr. CHAIRMAN: I have recently noted that he Nationwide Insurance 
Co, of Columbus, Ohio, has taken a strong position supporting the use of the 
social insurance principle to meet the health needs of older citizens. 

This respousible company which has grown to list assets of $350 million, is 
the first such large insurance carrier to recognize the desirability of legislation 
to carry out this principle. At the same time, it understands that such a 
measure would leave a large area of opportunity for the private insurance 
industry, 

For the information of the Members of the Senate and others who will be 
studying this issue, therefore, I would like to request that the policy statement of 
the Nationwide Insurance Co. on this issue together with a memorandum indi- 
cating the supporting reasons for their policy position, and a New York Times 





442 SOCIAL SECURITY AMENDMENTS OF 1960 


editorial of June 13, 1960, commenting upon their action, be included in 
official record of the hearings on H.R. 12580 when these hearings are printed, | 
am enclosing these items with this letter. 
With kindest regards. 
Faithfully yours, 
PAUL H. Doverag, 


{From Congressional Record, Appendix, June 15, 1960] 


NATIONWIDE INSURANCE Cos.’ PoLicy POSITION ON HEALTH INSURANCE FoR Age 


On April 7, 1960, the Nationwide Insurance Board of directors adopted the 
following policy relative to health insurance for older persons: 

“Whereas the Nationwide Insurance Cos. are deeply committed to the principle 
of helping people to meet their social and economic needs; and the health needs 
of their older citizens are among the mose urgent and pressing social problems 
remaining unsolved ; and 

“Whereas most of the health costs of older people are not being met by jp. 
surance as evidenced by certain statistics which indicate that 86 percent ¢ 
couples receiving social security benefits in 1957 had none of their medical care 
costs met by insurance; and 

“Whereas certain statistics indicate that most older people had neither the ip. 
come nor the assets to meet such expenses as evidenced by the figures that nearly 
4 out of 10 couples over 65 years of age had total income of less than $2,000 jp 
1958 : Be it 

“Resolved, That it be the policy of the Nationwide Insurance Cos.: 

“(a) To support the use of the social insurance principle to meet the health 
needs of older citizens. 

“(b) To support the application of this principle in appropriate legislation to 
provide basic health insurance to those eligible for old-age, survivors, and dis 
ability benefits as a feasible and desirable step in this direction. 

“(oe) To continue our efforts in our own insurance program, in conjunction 
with cooperative health plans, and as members of the private insurance industry 
to provide further health care through voluntary coverage in addition to that 
which may be furnished through Government programs.” 

The adoption of this policy was based on certain major considerations which ar 
summarized as follows: 

PROBLEM 


Nationwide Insurance is deeply committed to the principle of helping pepo 
meet their social and economic needs. The health needs of our elder citizens ar 
among the most urgent and pressing social problems remaining unsolved. 

Understandably, on an issue of this sort many different sets of figures can be 
cited; in fact, there are as many figures as there are viewpoints. All of them 
however, have one thing in common; they all conclude that most of the health 
costs of older people are not being met by insurance. In Nationwide’s ap 
proach to a management decision, the figures most often referred to were thow 
provided by the U.S. Department of Health, Education, and Welfare; 86 percent 
(85.6 percent) of couples receiving OASDI benefits in 1957 had none of thelr 
medical care cost met by insurance. Nine out of ten (91.8 percent) of th 
single beneficiaries had none of their medical care cost met by insurance, Of 
those who received some benefit and were hospitalized, 44 percent of them had 
less than 25 percent of their bills covered by insurance and 73 percent had les 
than half of the bill covered. 

Nine percent of the aged couples receiving the social security benefits hal 
medical expense in excess of $800 annually in 1957 and 16 percent had medial 
expense in excess of $500. One in five (22 percent) had expense in exces 
of $400. 

Most older people have neither the income nor the assets to meet such & 
penses. Nearly 4 out of 10 (37.4 percent) couples over 65 years of age hal 
total money income of less than $2,000 in 1958. And more than half (55.4 pet 
cent) of such couples had incomes of less than $3,000 in that year. Nearly hall 
(45 percent) of the spending units with the head of the household more tha 
65 had total financial assets of less than $500 and 63 percent had assets of les 
than $2,000. 

It is not surprising that approximately 14 percent of the couples receiviit 
social security benefits in 1957 either increased their medical debts or receivél 
charity. 
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iN the 
a | cost of voluntary insurance policies cannot be borne by older persons 
. Realistically, the most that can be hoped for is that somewhat more than 
jalf the aged can pay premiums of about $100 per year. A $100 annual premium 
LAS, cover more than a fraction of the aged medical care needs. The enact- 
gent of a bill providing basic hospital coverage for the aged will, in fact, open 
p markets for voluntary insurance among our older people. Private insurance 
wmpanies can design health insurance packages to meet the important supple- 
2 Ag gental areas of medical need not met by the existing legislative proposals. 
for example, 20 percent of all persons over 65 who were hospitalized in 1958 
od the remained in the hospital for more than 60 days. 
persons over 65 use, on the average, 4.4 visits annually to the doctor’s office 
nciple gd average 1.4 physician calls at home each year. The need for home and 
be gfice care provides wide opportunities for voluntary insurance to build on the 


jase of bills presently proposed. 
DETAILS 









































The opponents of the social insurance approach stress the potentially high 
wsts of the program. Some estimates place the cost as high as $2 billion. Yet 
when it is considered that medical care for the aged is one of our most pressing 
wal problems, and that this amount will be less than four-tenths of 1 percent 
of our gross national product in 1960, this seems extremely modest. 

The actuarial staff of the Department of Health, Education, and Welfare esti- 
mates the annual cost of the Forand bill (one bill now under consideration in 
the Congress) at somewhat less than a billion dollars ($895,400,000), or 0.428 
percent of taxable payroll. The Department of Health, Education, and Welfare 
estimates that the cost in 1975 will be between 0.49 and 0.62 percent of taxable 
payroll, assuming a taxable limit of $4,800, which is the current figure. 

In a democratic society people decide how much of their incomes they will 
devote to public services. 

The consumer, as a voter, secures a desired balance between public and private 
services. Through this process, the Federal Government has always provided 
anational minimum of welfare services for its citizens. 

In 1985 the need for a national pension program was fulfilled by enacting the 
social security system. At that time the medical associations and the life 
insurance companies opposed the program for most of the same reasons that 
today they oppose the social insurance approach to health care for the aged. Yet 
for three decades that program has demonstrated its effectiveness in providing 
a floor for retirement income. In fact, its minimum provisions have made pos- 
sible the widespread development of private plans in recent years. 

In our opinion, private insurance carriers would have a broader, sounder 
market for voluntary insurance among our older people by building on the 
basic provisions of social insurance legislation. With a balance of effort on 
the part of both industry and Government, a program can be built which will 
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then provide for every citizen’s health needs in his old age. The social security sys- 
reent | ‘m can provide the foundation for a comprehensive private-public health in- 
their | Urance system; it is the function and the opportunity of private, voluntary in- 


surance to build on this for completely adequate health care at reasonable 
cost. On behalf of our 3 million policyholders, we want to do our part. 

The need for social insurance in this area has been summarized best by 
Business Week magazine, February 13, 1960: 

“If the Government steps in to provide insurance against catastrophic ill- 
hesses of the aged, it will not be moving in where private industry can do the 
job. It will be assuming responsibility in an area where industry has found it 
cannot offer the protection needed.” 

An objective and unbiased article in the Harvard Business Review, “Health 
Care of the Aged,” Janua ry—February 1960, comes to a similar conclusion : 

“Notwithstanding the considerable technical problems of providing hospitali- 
mation and surgical benefits under social security, the very difficulty of cost 
prediction itself, as well as the essentiality of these benefits, would seem to rec- 
ommend the social insurance method.” 


¥ 


ak TEEREs G52 TEe 







CURRENT LEGISLATIVE PROPOSALS 


Health insurance for the aged is probably the single most important domestic 
issue now before this country. There is a growing recognition by all groups that 
some form of Federal legislation must be enacted. You are undoubtedly aware 
of the fact that there are a number of bills now before the Congress. The 
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situation is changing constantly and at this time it is impossible to predic 
which bill or combinations of bills may progress through the Congress » 
whether any bill will pass. The basic point of contention is whether the S0¢ia 
security system will be used to provide this protection, or Federal funds Will be 
used to subsidize insurance for older persons who qualify on the basis of 
means test. The company policy supports the use of social security, 

All of the bills now being publicly discussed have various benefit proposgy 
It is unlikely that any one bill will emerge unchanged and, for this reason, the 
bills will not be analyzed in detail. 

Under consideration in the U.S. Senate are: 

1. The Javits bill (sponsored by seven Members of the Senate) would appre 
priate Federal funds for grants to the States. Federal funds supplemented jy 
State funds would then be used to subsidize health insurance for older perso, 
who qualified on the basis of a means test. 

2. Bills introduced by Senators Kennedy, Humphrey, and Morse wonld i 
crease the social security tax to finance health care for the aged. All threeg 
the bills are different in terms of benefits but all would cost about an additio 
one-quarter of 1 percent for both employer and employee. 

Under consideration in the House of Representatives are: 

1. The Forand bill would also use the social security system to finance th 
health care of older persons. Benefits are somewhat different than the othe 
bills. The cost would be one-quarter of 1 percent for both employer ay 
employee. 

2. A proposal is being considered by the House Ways and Means Committe 
to increase the old-age assistance program so that larger Federal grants WW 
be made to the States for medical care for indigent older persons. 

(Later legislative developments include (1) submission to the House Ways ay 
Means Committee by the Eisenhower administration of a “medicare progr 
for the aged,” and (2) introduction in the Senate of a bill sponsored by Senate 
Pat McNamara of Michigan and 16 Democratic colleagues. Under the adm 
istration program the States, with the aid of Federal matching grants, wou 
administer a plan to be offered to those 65 and over who either did not paya 
income tax in the preceding year or had gross income not exceeding $2 
($3,800 for a couple). Those eligible and accepting the plan would pay a $24; 
year enrollment fee. The McNamara bill, like the Forand bill, is based on th 
social security plan but would provide more comprehensive coverage than th 
Forand bill. It also makes provision for coverage of people ineligible for OASD 
benefits. ) 

All of the bills in the area of health insurance for the aged have been evaluate 
on the basis of whether the program will be financed by the social insurane 
approach or the charity approach with a means test to determine eligibility 


{From New York Times, June 13, 1960] 
Wiper Use For Soctart SECURITY 


A convincing case for using the Federal social security system to finance healt 
insurance for older people has been made by Nationwide Insurance. It is# 
suasive not only because of the arguments used but also because of its source. 

Nationwide has had a unique experience in giving the publie protectia 
Founded by a small group of Ohio farmers in 1926 as a cooperative automobile? 
surance concern with a capital of $10,000, it has become one of the largest inst 
ance operations in the country. With assets of more than $350 million it git 
many kinds of coverage in 20 States through more than 3 million outstandia 
policies. 

The directors of Nationwide have stated in a formal resolution that the heal 
costs of older people are not being met by insurance, that those over 65 havel 
either the income or the assets to cover those expenses, that Nationwide farm 
the use of the social security principle to help meet their needs and, more spe 
cally, that it will support “anpropriate legislation” to provide basic healthi 
surance to those eligible for Federal social security benefits. 

A memorandum ably summarizes the statistical and historical evidence fer 
the stand Nationwide has taken. It emphasizes a point which seems to be gt 
erally overlooked in the current discussions. It claims that, far from damag@ 
the interest of private insurance companies, the companies “would have a broalt 
sounder market for voluntary insurance among our older people by building# 
the basic provisions of social insurance legislation.” 
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The Nationwide memorandum also points out that before the establishment 
of the social security system in 1935 the medical societies and many insurance 
companies opposed the program for most of the same reasons they now oppose the 
gcial insurance approach to health care for the aged. But the three decades of 
experience since then have shown that the minimum social security pensions 
“have made possible a widespread development of private plans in recent years.” 
We hope that the interests now opposing this extension of the social security 
system will prove to be as wrong as they were in 1935. 


WASHINGTON, D.C., July 1, 1960. 
Hon. Harry Loop Byrp, 

Chairman, Committee on Finance, 

y.8. Senate, Washington, D.C. 

Deak Six: This letter is submitted in lieu of a personal appearance before the 
Senate Finance Committee, due to the limited notice, to express the views of 
the National Associated Businessmen, Inc., on H.R. 12580. 

National Associated Businessmen, Inc., is an organization of some 700 busi- 
nessmen in all parts of the Nation. Its charter directs that on behalf of its 
members and affiliated groups it will conduct research on problems common to 
business and distribute its findings through appropriate channels. 

Its object is to encourage mutual understanding of problems of the business 
community and to stimulate public interest in sound laws and other measures 
that will preserve for our economy the benefits of the American system of free 
enterprise for profit. 

Our association's members as social security taxpayers and potential bene- 
ficiaries, and as businessmen interested in a sound economy, are profoundly 
concerned with the proposals to liberalize and add to social security benefits and 
Federal grants to States contained in H.R. 12580 and other pending social 
security measures. 

In the last decade we have seen the maximum annual combined social security 
payroll taxes imposed on an employee and his employer increase from $60 per 
year to a present $288, and with further scheduled increases which by 1969 will be 
$432. This has been the inevitable result of benefit liberalizations each election 
year since World War II. 

We have likewise already seen, despite repeated increases of social security 
taxes, the OASI expenditures running well in excess of OASI income. This 
has occurred during each of the past 3 years in which benefit payments were 
respectively $7.3, $8.3, and $9.8 billion, and OASI contributions $6.8, $7.6, and 
$8 billion. 

What will be the situation a decade from now when expenditures are esti- 
mated to be some twice as large? Will businesses and their employees actually 
pay in 1970 the estimated $20.2 billion OASI taxes and $1.2 disability taxes 
which Congress has scheduled to finance OASDI benefits under present law? 

The Ways and Means Committee report, table 4, estimates for the 3-year pe- 
riod 1960-62, inclusive, total taxes and interest of $34.8 billion, assuming that 
coverage is expanded and interest provisions liberalized as provided in H.R. 
12580. But the OASDI trustees’ report, filed last March, estimates that the 
expenditures in this Same period will be some 800 million more. 

Despite the background of the large deficits of the last 3 years—some $1.7 
billion last year alone—and prospective deficits in ensuing years, H.R. 12580 
would place some 625,000 people immediately on the OASI rolls, and would 
increase benefits of 400,000 children and otherwise liberalize benefits. It would 
likewise immediately add an estimated 250,000 to the disability rolls. 

The Ways and Means Committee report on H.R. 12580 acknowledges in its 
estimates, that these liberalizations would add to the existing OASI level pre- 
Mium deficit and create a deficit for the disability system. Our organization 
believes it would be a grave disservice to the millions relying on the integrity 
of the OASDI system to vote election year liberalizations on the basis proposed by 
H.R. 12580. The OASDI system is committed, according to the trustees’ report 
estimates, to expend over $63 billion in benefits and $2 billion in administrative 
expenses and railroad retirement transfers in this and the ensuing 4 years. 
These benefit payments will exceed all benefits which have been paid from the 
beginning of the system to January 1 of this year by over $11 billion. Until 
there has been some actual experience with financing expenditures of this mag- 
hitudé, it would seem most unwise to increase the benefits. 
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All OASDI estimates in the House report on H.R. 12580 are made on the 
assumption of high employment levels. Prudence requires that consideration 
be given of the situation OASI will face in the event there is some letup in 
employment. The OASI trustees’ report filed in March of this year recognizes 
this by inclusion of a table illustrating the results. 

It is headed “Table 19.—Illustration Showing the Operations and Status of 
the Old-Age and Survivors Insurance Trust Fund Assuming the Unlikely Byept 
of a Sharply Reduced Level of Economic Activity, Calendar Years 1960-64,” 

This table does not reflect a very “unlikely event.” The OASIT tax collections 
for this “unlikely” 5-year period are assumed to aggregate $52.3 billion—ag com. 
pared to $34.3 billion actually collected for the 5-year period ending last Jan. 
uary. As a matter of fact, this $52.3 billion is less than 11 percent below the 
revenue estimated under the “high employment” assumptions used in the report, 

But even so, this table shows the trust fund, which was $20,141 million last 
January 1, at the beginning of the 5-year period, dropping to $10,972 by its enq, 
This, of course, may happen. We have already seen the trust fund in the 3-year 
period 1957, 1958, and 1959 drop nearly $2% billion, from $22,519 million to 
$20,141 million. In 1959 alone the drop was $1,723 million. The table shows 
an estimated drop of $469 million in 1960, $1,648 in 1961, and $2,823 in 1962. 

This illustrates an economic uncertainty no actuary can solve. 

It is most discouraging to our membership to see these election year liber. 
alizations passed by the House of Representatives with no provision for meeting 
their additional costs. It is our hope that the Senate will reject these deficit 
increasing liberalizations. 

H.R. 12580 likewise contains provisions for Federal grants for partial finane- 
ing of medical care programs established by States for persons age 65 and older. 
Present law already does this for persons whose needs qualify them for public 
assistance, and the purpose of the pending proposal seems to be more to meet 
politically the recent drive for providing the aged with free medical care, rather 
than to meet any real emergency. 

What additional funds or services are needed by the aged and how these should 
be provided are subjects of a White House conference to held early next year 
at the conclusion of regional and local conferences currently being held. Com- 
mon prudence would dictate awaiting the work of these conferences before 
undertaking to hastily frame any kind of additional public medical care programs 
for this group. 

The association is particularly concerned with the radical proposal which 
some Senators are sponsoring of providing medical care to the aged as an OASI 
benefit supported by OASI payroll taxes. This proposal would involve presently 
unascertainable but obviously huge and increasing costs. What additional tax 
rates would have to be imposed to those presently scheduled is uncertain. But 
it is certain that the number of eligibles would rapidly increase over the years, 
That it would tremendously add to the prospective deficits is the only certainty. 

In view of the foregoing, our association most earnestly requests that no action 
be taken in liberalizing OASDI or providing medical benefits in this election year. 
Instead, it is recommended that hearings be held next year and careful analysis 
made of the solvency of the system. 

Respectfully submitted. 

ELTon B. Kreg, 
President, National Associated Businessmen, Ine. 


OREGON STATE MEDICAL Society, 
Portland, Oreg., June 29, 1960. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 


Dear Senator Byxp: The privilege you afforded us to express the Oregon State 
Medical Society’s support of title VI of H.R. 12580 recently passed by the House 
of Representatives was greatly appreciated. 

Title VI of the bill will adequately assist the “near-needy” aged in meeting 
their health care costs. It is this segment of our aged citizens about which the 
medical profession has long had a deep concern. Especially, physicians have 
been concerned about the ability of that group to meet the costs of necessary 
hospital and nursing home care. The local determination of eligibility and local 
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administration provided in title VI of the bill should make possible the most 
tive utilization of the funds appropriated. 

The society, however, strongly urges that your committee reject any amend- 
ments to title VI of the bill which would bring these benefits under the old-age 
survivors and disability insurance program. The society is unqualifiedly opposed 
to such amendments or any legislation which would bring health care benefits 
ynder that program. 

providing health care benefits for the aged through the OASDI program wouid 
transfer to the Federal Government the major responsibility for furnishing those 
grvices and remove most of the local administrative features of title VI of H.R. 
19580. The vast majority of our citizens 65 and over are capable of and prefer to 
fpance the cost of their health care by their own resources. Yet, under an OASDI 

am, the nonneedy as well as the near-needy and needy would become wards 
of the Federal Government. Moreover, through such legislation, an avenue 
would be opened for the extension of such a program to include all our citizens 
ander a national compulsory health insurance system with all its demonstrated 
disadvantages and astronomical costs. 

You and the members of your committee are, most certainly, fully aware of 
the tremendous growth in voluntary health insurance during the past decade. 
This growth has been not only in the number of our citizens who have taken ad- 
yantage of this protection but in the broadening of benefits as well. The broaden- 
ing of benefits offered by the many voluntary health insurance plans has been a 
result of the experiences gained during the not much more than a quarter century 
that this relatively new form of insurance protection has been so generally 
available. 

As a result of this experience and success, voluntary health insurance plans 
have learned that their benefits can be extended to retired and aged persons. 
Here, the growth has been most astonishing. More plans are constantly being 
developed and offered and nearly 60 percent of our over-65 citizens have taken 
advantage of them. Their popularity is evidenced by the 135 percent increase 
in the number covered since 1952. 

Just as voluntary health insurance plans have demonstrated their ability to 
protect the employed worker and his family against health care costs, just 
so can it be unquestionably anticipated that these plans will be able to provide 
this protection to all our aged citizens. The record of voluntary health in- 
surance in the United States is clear and it should be given full recognition 
and every opportunity to fulfill the obligation it is assuming. 

Therefore, we express again our support of title VI of H.R. 12580 and re 
emphasize our unqualified opposition to any OASDI amendments which might 
be proposed. 

Thank you again for affording this opportunity to give the view of the Oregon 
State Medical Society regarding title VI of H.R. 12580. 

Respectfully, 
Louis J. Feves, M.D., President. 


AETNA LIFE INSURANCE Co., 
Indianapolis, Ind., June 27, 1960. 
Re hospitalization insurance for senior citizens, 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

Deak SENATOR Byrp: It has come to my attention that following a statement 
made by the president of the Nationwide Insurance Co. to the effect that in his 
opinion use of the social security system as a vehicle for providing hospitaliza- 
tion insurance for senior citizens is the proper means to provide an answer to 
any such problem which may exist, certain Senators and Congressmen have 
concluded that this is the considered opinion of the insurance industry. I wish 
to go on record firmly and emphatically that, it is my belief, quite the reverse 
is true, and that the great majority of those engaged in serving the public in 
accident and health underwriting feel that: (1) Those in need of coverage 
will be served more efficiently and more completely through the insured approach 
in private industry; (2) that it has not been demonstrated that those who 
actually need and want coverage cannot obtain it through private means; (3) 
that in the semihysteria of an election year this matter should not be decided ; 
(4) that this subject might be more properly and more accurately discussed 
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the first of next year when the conference for aging convenes; and (5) 9 
least 65 percent of people who need and want this type of coverage will be able 
to obtain it through private means and that this percentage will increase rather 
rapidly in years to come to about 90 percent. 

Over and beyond the points which have been raised in the preceding para. 
graph is my urgent request that items of prime importance to our national morale 
and welfare be given prompt consideration. The tendency to shift the responsi- 
bility of care for senior citizens from the individual, the family, and the cop. 
munity to our Federal Government is another step in weakening our nationg) 
stamina. 

I urge respectively that these points be considered carefully and thoroughly 
when this matter is brought up for discussion. 

Very truly yours, 
Howarp Butt, C.LU. 


THE RHODE ISLAND MEDICAL Soctery, 
Providenee, R.1., June 28, 1966, 
Hon. Harry Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 


Deak SENATOR Byrp: Naturally the Rhode Island Medical Society is very 
much concerned with the legislation as adopted by the House of Representatives 
in H.R. 12580, and particularly as regards the new medical care title 16 which 
provides medical benefits for the “near-needy” aged. 

We are sure that you know of the outstanding medical aid program that has 
been developed by the division of public assistance of the State department of 
social welfare with the full cooperation of the Rhode Island Medical Society, 

What you may not know is the outstanding record of enrollment in our 
voluntary Blue Cross and Physicians Service programs by persons over the 
age of 65. We question that there is a State in the Nation that has such a 
fine record. I am enclosing a study that has just been completed by the Blue 
Cross and Physicians Service, and I call to your attention the conclusion on 
the first page which shows that the self-supporting persons in Rhode Island 
over the age of 65 have willingly secured our hospital and surgical-medical 
program. 

The percentage of over age 65 persons purchasing this coverage is greater 
than the percentage of those under that age. Thus it is apparent that the older 
citizens in Rhode Island recognize the liberal benefits of our program and the 
outstanding service that is rendered by the physicians who accept the in- 
demnities as full payment for all persons whose annual family income is below 
$6,000. 

We feel strongly that the success of the voluntary effort in Rhode Island 
could be equally duplicated in the other States with encouragement and advice 
from legislative as well as other sources. We certainly hope that you will 
see that adequate hearings are held on H.R. 12580 before any amendments 
are added to it that would tend to destroy the voluntary effort that we have 
proved workable and successful in our Rhode Island. 

Sincerely yours, 
Ear. J. MARA, M.D., President. 


PHYSICIANS & SURGEONS CLINIC, 
Corsicana, Tez., July 1, 1960. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 

Dear SENATOR Byrp: My friends, my patients, my fellow physicians, and I 
are becoming increasingly alarmed about the ever-growing tendency of our 
Nation toward more and more centralized government. We know that every 
nation in the history of man in which the central government has become all 
powerful has fallen into ruin. We fear for the sacred heritage that our fore 
fathers left to us. We believe, as did our forefathers, that eternal vigilance is 
the price of freedom. 
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We have never yet been convinced that there is a need for any kind of Federal 

ical care bill. In our area, we take care of our aged, needy, and indigent 
g a local and State basis, the way our forefathers did. We know of no one 
gho lacks for medical care due to age or inability to pay. 

cording to extensive surveys, the only problem that has even hinted at being 

alent has been a temporary one which is rapidly being solved by private 

rise in the field of private health insurance and by medical society com- 
gittees On aging, local and State projects. 

jre we expected to sit idly by while pressure groups, especially AFL-CIO, 
grngh COPE, continue to sell our freedom down the river to oblivion? 

We consider the individual primarily responsible for his care, either through 
hs own financing or private health insurance, the family secondarily respon- 
ible, and the local and State communities finally responsible. Is this not the 
jmerican way? 

The bill which has already been passed, allowing income tax relief for family 
apenditures on medical care, should stimulate the second group. The indi- 
rdnals 1 know are proud and want to care for themselves when they possibly 


"2 you and I both know and as proven by reliable surveys, not everyone over 
(jis indigent or needy. Seventy percent own their own homes, and of those 80 
percent are mortgage free. In 1957 their median net worth was $10,000. Most 
of them no longer have children at home to support and educate. Actually, 
their children are now able to help them in most cases. 
Sixty-five percent of the aged needing and wanting protection will be insured 
by the end of this year, 80 percent by the end of 1965, and 90 percent by 1970. 
Based on the above facts, Senator Byrd, we urge and implore you to use 
whatever influence you may have with your committee to defeat House-passed 
HR. 12580 and any other proposed Federal medical care bills. 
We cannot afford to compromise with socialism. 
Yours truly, 
R. L. CAMPBELL, M.D. 
J. H. BARNEBEE, M.D. 
Wma. B. MAYFIELD, M.D. 
A. L. GrizzaFFt, M.D. 
C. D. Camprett, M.D, 
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BRIEF ANALYSES OF, DEPARTMENTAL VIEWS ON, AND 
TEXT OF SENATE AMENDMENTS TO H.R. 12580, AS 
INTRODUCED THROUGH JULY 2, 1960 


1, AMENDMENT 6-24-60-C—-INTRODUCED BY SENATOR McNAMARA 









STAFF ANALYSIS 





pligidility.—Individuals who have reached retirement age and are (A) eligible 
to receive, but not necessarily receiving, social security old-age and survivors 
insurance benefits, and who meet an income (retirement) test provided in the 
bill: or (B) not eligible for social security benefits who meet the income (retire- 
ment) test provided in the bill (except persons eligible for civil service and rail- 
road retirement benefits). 

Benefits —1. Hospital services—90 days per year (effective between July 1, 
1960 and January 1, 1962). 

9 Nursing home care—180 days per year (effective between January 1, 1963 
and July 1, 1968). 

8. Home health services—240 days per year (effective between January 1, 
1%2 and July 1, 1962). (The first 3 benefits may be combined for a total of 90 
“wits” per year—1 unit comprising 1 hospital day, or 2 nursing home days or 
2% home health service days.) 

4. Diagnostic outpatient services as prescribed by regulation. 

5. Very expensive drugs as prescribed by regulation. 

Cost —For individuals eligible for social security ( (A) above) : $2.79 billion per 
year, or 0.86 percent of payroll on a level premium basis; $1.01 billion per year or 
048 percent of payroll on an early year basis. For individuals not eligibile for 
social security ((B) above): Over 3430 million a year out of general revenue 
when the program is fully operating. Offsetting this cost would be an estimated 
saving of about $100 million in the old-age assistance and veterans’ medical 
programs, 

Financing.—-For individuals eligible for social security ((A) above), benefits 
would be payable out of a Federal medical insurance trust fund, established for 
this purpose, to be financed by an increase in the contribution rate on both 
employer and employee of one-fourth of 1 percent, and for the self-employed 
an increase of three-eights of 1 percent, beginning in 1961, and, beginning in 1972, 
an additional one-eighth of 1 percent each for employer and employee and three- 
sixteenths of 1 percent for the self-employed. For individuals not eligible 
for social security ((B) above) benefits would be financed out of the general 
revenue of the Federal Government. 

Nore.—The revenues derived from the tax increases provided in the amend- 
ment for individuals eligible for social security ((A) above) would amount to 
only 0.70 percent of payroll on a level premium basis; thus, this feature of the 
amendment is somewhat underfinanced. 
































Views OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
2—-24-60—-C INCLUDED IN FOLLOWING JOINT REPORT 











The Department of Health, Education, and Welfare would recommend against 
adoption of each of the following four amendments : Amendment No. 1, 6-24-60-C 
(Mr. McNamara); Amendment No. 11, 6—-27-60-F (Mr. Morse); amendment 
No. 20 6-28-60-G (Mr. Humphrey); and amendment No. 27, 6-30-60-B (Mr. 
Anderson). Each of these bills proposes to amend title VI of H.R. 12580 to 
add health insurance benefits to the existing Federal old-age, survivors, and dis- 
ability insurance system. The reasons for this recommendation are as follows: 

1. The proposed extension of the existing old-age, survivors, and disability 
insurance System to encompass health insurance would make such insurance 
compulsory and would not be pinpointed to the need for aid in meeting the cost 
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of medical services. Under this approach, the individual would have no 0 
tunity to determine for himself the particular pattern for meeting the thes 
of large medical expenses that best suits his own needs and desires. Jp addi 
tion, by compulsorily extending health benefits to aged persons eligible for ol 
age, survivors, and disability insurance, many persons would be included Who 
have the resources and the opportunity to obtain protection against long-tern 
or other expensive illnesses without Government help. 

2. These amendments would establish an exclusively Federal program. yj 
administration has consistently endeavored, however, to strengthen our Syston 
of government by encouraging State and local governments to assume respons) 
bility for the many public needs which can be met through Federal-State part. 
nership and by supporting programs to stimulate greater State and local effort 
in areas of critical national concern. Health care for the aged is an area af 
activity admirably suited to such a sharing of responsibility. In additioy to 
bolstering the underlying cooperative foundation of our Federal system, with 
governmental powers divided between State and Nation, Federal-State party. 
ship places the control over daily program operations at the level of governmey 
closest to the persons affected by the program. Thus, an individual’s needs ng; 
be more immediately and effectively reflected in the current operations and tip 
development of the program. 

3. The approach proposed in the amendments would constitute a serious thre: 
to the orderly development of present retirement, survivorship, and disability 
benefit features of the social security system. 

The payroll tax for old-age, survivors, and disability insurance is already 
scheduled ultimately to be 414 percent each on employees and employers an 
634 percent on the self-employed. Further liberalization in retirement, syry. 
vorship, and disability benefits may call for additional revenues, which can only 
come from increases in the payroll tax or increases in the earnings base, o& 
both. If health insurance as envisaged in these amendments were to be addel 
to the system, the payroll tax would need to be increased by a total of one-half 
to 1 percent. As in the case of cash benefits, there would undoubtedly be jp. 
sistent demands for improving the medical benefits beyond those which can le 
financed by the tax increase for medical benefit purposes. Increases in both 
health and cash benefits would place the retirement, survivorship, and disability 
portions of the system in competition with the health benefits for available 
funds, since the revenue possibilities from a payroll tax are not limitless. 

It is therefore far better to reserve the payroll tax for the retirement, surv- 
vorship, and disability features of the social security system so that the revenge 
source is not overburdened. Whatever the Government needs to do in the are 
of health care for the aged should be done by the appropriation of general reve 
nues. Such appropriation would provide for a more equitable distribution 
the fiscal load than would a payroll tax on earnings of $4,800 or less. 


Text oF AMENDMENT 6—24—60-—-C 





















Intended to be proposed by Mr. McNamara (for himself, Mr. Kennepy, Mt 
CriarK, Mr. RaNpotpn, Mr. Symineton, Mr. Humpnrey, Mr. WIL.rAms if 
New Jersey, Mr. Maanuson, Mr. McGer, Mr. Youne of Ohio, Mr. Dovetas, 
Mr. GrvueENInG, Mr. Lone of Hawaii, Mr. Murray, Mr. Hart, Mr. Morse 
Mr. HeENNINGS, Mr. Jackson, Mr. Pastore, Mr. McCartruy, Mr. Bartien, 
Mr. ENGLE, Mr. GREEN, and Mr. MANSFIELD) to the bill (H.R. 12580), viz: 
On page 154, beginning with line 1, strike all through line 18 on page 17) 

and insert in lieu thereof the following: 


TITLE VI—AMENDMENTS TO TITLE II OF THE SOCIAL SECURIT 
ACT 


Sec. 601. (a) Title II of the Social Security Act is amended by adding afte 
section 225 the following new section : 





“MEDICAL INSURANCE BENEFITS 






“Sec. 226. (a) (1) Every individual who— 
“(A) has attained retirement age (as defined in section 216(a)), 
“(B) is retired (as defined in paragraph (3) ), 
“(C) is, or would upon filing application be, entitled to monthly bene 
fits under section 202, 
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Il be eligible to receive medical insurance benefits. Payment of such bene- 
















































bs thee fts shall be made in accordance with the provisions of this section, but only 
In ada ¢ application is filed for such payment in such form and in such manner and 
© for ol. jy such person as the Secretary may by regulation prescribe. The provisions 
ded jy of clauses (B) and (C) shall not apply to any person (i) who is the husband 
Long -tern or wife of an individual eligible to receive medical insurance benefits and (ii) 
gho was receiving more than one-half of his or her support from such in- 
mn. This dividual for one year prov ided such year began no earlier than the calendar 
I SYSteq preceding the year such person attained retirement age. 
respons. “(2) Payment of medical insurance benefits shall be made for hospital serv- 
ate par, | ices nursing home services, home health services, diagnostic outpatient serv- 
“al eff | ices and very expensive drugs (as defined in subsection (c) ). 
area of “(3) For purposes of paragraph (1 bree ; 
lition t) “(A) Except as may be provided in subparagraph (B), an individual 
in, With shall be retired with respect: to the period for which he files for payment 
Partner. of medical insurance benefits if j 
ernmen, “(i) he had total earnings (as defined in section 203(e) of less 
eds may than $2,000 in any calendar year preceding the year in which the first 
and th day of such period occurs, provided such calendar year is no earlier 
; than the year preceding the year in which he attained retirement age, 
8 threat ped 
isability “(ii) he did not render services for wages of more than $100, and 
; did not engage in self-employment in each of at least three months in 
already any calendar year, provided such third month preceded the first day of 
ers and such period and such calendar year is no earlier than the year preceding 
, Suri. the year in which he attained retirement age, or 
an only “(iii) he attained the age of seventy-two in a month prior to such 
ASC, or period. 
added “(B) For the purposes of benefits for very expensive drugs, an individ- 
ne-half ual shall be retired if on the first day of the month in which he incurs 
be in. the cost of such drugs he meets the provisions of clause (i), (ii), or (iii) 
can he of subparagraph (A). Such first day shall be deemed the first day of the 
n both period for which he files for the payment of medical insurance benefits. 
ability For purposes of subparagraph (A) (ii), an individual shall be presumed not 
nilable to have engaged in self-employment with respect to any month if, by applying 
the provisions of section 203(e) and the regulations issued thereunder, the 
surti- Secretary determines that such individual did not engage in self-employment in 
‘Venie such month, except that for such purposes the term ‘substantial services’, as 
é are ued in paragraph (3)(B)(i) of such section 203(e), shall mean services 
| reve. rendered by such individual with respect to his trade or business in seven or 
ion of more days in such month. 
“(4) Payment of medical insurance benefits which an individual is eligible 
to receive may be made for— 
“(A) hospital services furnished to such individual for a total of not 
more than ninety days in any calendar year; 
Me “(B) nursing home services furnished to such individual for a total of 
Ma a not more than one hundred and eighty days in any calendar year; 
GLA, “(C) home health services furnished to such individual for a total of 
ons, not more than two hundred and forty days; 
Len, “(D) diagnostic outpatient services but only to the extent the Secretary, 
4 after consultation with the advisory council established pursuant to sub- 
Ti section (f), may by regulation specify ; 
“(E) very expensive drugs furnished such individual, but only to the 
extent the Secretary, after consultation with such advisory council, may 
ITY by regulation specify. 
The maximum of any combination of hospital services, nursing home services, 
f and home health services for which payment may be made for such services 
iter furnished, during any calendar year, to any individual eligible to receive medi- 





eal insurance benefits shall not exceed ninety units of services. For the purpose 
of the preceding sentence, one ‘unit of services’ equals (i) one day of hospital 
services, (ii) two days of nursing home services, or (iii) two and two-th.rds 
days of home health services. 

“(5) Notwithstanding the previous provisions of this subsection, no individual 
shall be eligible to receive medical insurance benefits insofar as they relate to 
hospital services, nursing home services, or home health services, unless such 
services are rendered after referral by a physician licensed to practice surgery 
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or medicine in a State and such physician certifies in writing that such hospita} 
services, nursing home services, or home health services are or were required 
for his medical treatment; except that such referral shall not be required fop 
hospital services in case of an emergency which makes such referral imprag. 
ticable. Periodic recertification that medical treatment which extends over 9 
period of time is required shall, in accordance with regulations established by 
the Secretary, be a condition of continuing eligibility to reecive such benefits 
during the period such services are furnished. 

“(6)(A) An application for the payment of medical insurance benefits shay 
be valid, with respect to a period during which one or more of the services 
described in subsection (c) are furnished, if such application is filed no earlier 
than the first day of the third month preceding the month in which the first day 
of such period occurs or no later than the last day of the twelfth month sye. 
ceeding the month in which the first day of such period occurs. An application 
for the payment of medical insurance benefits shall be valid with respect to the 
cost incurred for a very expensive drug if such application is filed within such 
time as the Secretary may by regulation prescribe. 

“(B) For purposes of this section, a period during which— 

“(i) hospital or nursing home services (or both) are furnished means q 
consecutive number of days (including only one day) in which services are 
furnished ; 

“(ii) home health services are furnished means one or more days (but 
not exceeding two hundred and forty days in any calendar year) in which 
such services are furnished, but only if the number of days elapsing between 
any two days in which said services are furnished does not exceed thirty; 

“(iii) diagnostic outpatient services are furnished means one or more 
days (but not exceeding in any calendar year the number of days specified 
by the Secretary pursuant to paragraph (4)(D) of this subsection) in which 
such services are furnished, but only if the number of days elapsing be- 
tween any two days in which such services are furnished does not exceed 
fourteen. 

“EVIDENCE AND DETERMINATIONS OF ELIGIBILITY 


“(b)(1) Proof that an individual is entitled to monthly insurance benefits 
under section 202 by reason of having attained retirement age shall be conclu- 
sive evidence that such individual has attained retirement age. 

“(2) The provisions of section 205 relating to the making and review of de 
terminations shall be applicable to determinations as to (i) whether an individ- 
ual is eligible to receive medical insurance benefits, and (ii) the number of days, 
in any calendar year, for which an individual is eligible to receve such benefits. 


“DESCRIPTION OF MEDICAL INSURANCE BENEFITS 


“(c)(1) ‘Hospital services’ means, subject to further definition and limitation 
by regulations, the following services provided an individual as an inpatient: 
bed and board in a hospital, in semiprivate accommodations unless they are 
unavailable, or unless other accommodations are occupied at the request of the 
patient or, are required for medical reasons; and such medical, nursing, ambu- 
lance, and other services, and such drugs, supplies, and appliances, as the hospital 
customarily provides bed patients either through its own employees or through 
arrangements with others, except that this term shall not include services 
provided in connection with cosmetic or plastic surgery performed for beautift- 
cation. 

“(2) ‘Nursing home services’ means, subject to further definition by regula- 
tions, skilled nursing care, related medical and personal services required for the 
treatment of the patient, and accompanying bed and board furnished to an 
individual as an inpatient in any skilled nursing facility (including a home for 
the aged). 

“(3) ‘Home health services’ means, subject to further definition by regulations, 
professional nursing care (including part-time homemaker services, physical and 
occupational therapy, medical social services, dietary counseling, ambulance serv- 
ice, and similar allied services) in a place of residence maintained as an individ 
ual’s home, furnished by a public or other nonprofit home health service agency 

“(4) ‘Diagnostic outpatient services’ means, subject to further definition by 
regulations, such services furnished by a hospital and prescribed by a physician 
licensed to practice surgery or medicine to any individual as an outpatient for 
purposes of diagnostic study. 
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a(5) ‘Very expensive drugs’ means, subject to further definition by regulations, 
any drug which has been prescribed by a physician licensed to practice surgery 
or medicine in a State for use of an individual, if such drug is prescribed by its 
ficial title as included in United States Pharmacopoeia, National Formulary, 

thic Pharmacopoeia, or New and Non-Official Remedies, or in any other 
compendium recognized by law as an official compendium and the cost of which 
gin excess of An amount fixed by the Secretary. Nothing in this definition shall 
ie construed to prevent any physician from prescribing by brand or trade name 
if the prescription bears a notation by the prescribing physician to the effect that 
for medical reasons no substitution may be made. 

“(¢) Notwithstanding the description of services in the preceding paragraphs 
of this subsection, such services shall also include that part of similar but of more 

ive services as is equivalent in cost to the services specified in such 


preceding paragra phs. 


“AGREEMENTS WITH PROVIDERS OF HEALTH SERVICES 


“(d)(1)(A) The Secretary shall publish, at such time or times as he 
designates, a list of (i) hospitals, (ii) hospitals furnishing outpatient diagnostic 
services, (iii) facilities furnishing nursing home services, and (iv) pub- 
lic or other nonprofit home health services agencies in the United States, which 
meet the standards prescribed by him for providing hospital services, diagnostic 
outpatient services, nursing home services, and home health services, and which 
have filed with him agreements under subparagraph (B) of this paragraph. 
No institution or agency required by or pursuant to State law to be licensed 
shall be included in any such list unless it is duly licensed. In setting eligibility 
standards for any class of institutions or agencies, the Secretary may take ac- 
count of standards set by any recognized national listing or accrediting body. 
The Secretary may utilize the service of appropriate State agencies in determin- 
ing whether providers of services meet such standards as he shall prescribe. 

“(B) No hospital, nursing home, or home health service agency shall be in- 
cluded in a list under subparagraph (A) unless it has filed with the Secretary 
an agreement to make no charge to or on account of individuals for services 
furnished to such individuals who are eligible to receive medical insurance bene- 
fits under this section (and abide by regulations of the Secretary with respect 
to making charges in cases of uncertainty or delay in determining eligibility), 
but such agreements shall not preclude the making of charges to such individuals 
or persons for accommodations or services, furnished at their request, which are in 
addition to, or more expensive than, those for which patients are eligible to re- 
ceive as individuals eligible for medical insurance benefits by reason of this 
section. An agreement under this paragraph may be terminated by the provider 
of health services at such time and upon such notice to the Secretary and to the 
public as he may specify by regulations. 

“(C) No mental or tuberculosis hospital shall be included in a list under this 
paragraph. 

“(2)(A) Any hospital, nursing home, or home health services agency, listed 
by the Secretary under paragraph (1) for providing a class of services, which 
provides services of that class to an individual eligible to receive medical in- 
surance benefits under this section shall be entitled to receive payment for such 
services under this title. Under conditions specified in regulations, and in 
amounts determined in accordance therewith, payments shall be made to hos- 
pitals not listed by the Secretary for emergency hospital services rendered to 
individuals eligible to receive medical insurance benefits under this section. 

“(3) Payments for hospital services and outpatient diagnostic services, to 
hospitals listed by the Secretary, shall be equal to the cost of rendering the 
services, The method or methods of determining such cost shall be prescribed 
by regulations, issued after consultation with the advisory council. 

“(4) No payment shall be made under this section for any hospital services 
which the hospital is obligated by law or by contract with the United States 
or a State or political subdivision thereof, to render at public expense and 
Without regard to the income or resources of the patient. No such payment 
shall be made for any hospital services for any injury, disease, or disability 
for which the patient is entitled to hospitalization (or to the cost thereof) under 
aly workmen's compensation law; except that payment may be made if (A) an 
appropriate application for hospitalization (or for the cost thereof) has been 
made under the workmen’s compensation law, (B) entitlement thereto has not 
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been finally determined, and (C) an arrangement satisfactory to the Secretary 
has been made for reimbursement of the Federal Medical Insurance Trust 
Fund if the claim under the workmen’s compensation law is finally sustained, 

“(5) The amount of payments for nursing home services and for home health 
services shall be determined after consultation with the advisory council ang 
shall be based on the reasonable cost of rendering the services. 

“(6)(A) Any pharmacy which employs one or more pharmacists who are 
licensed under the laws of the State in which it is located to dispense drugs 
at retail shall be eligible to enter into an agreement with the Secretary whereby 
such pharmacy will be paid for furnishing drugs to individuals eligible to re. 
ceive medical insurance benefits under this section. 

“(B) Such agreement shall apply only to the furnishing of ‘very expensive 
drugs’ as defined in subsection (c) (5), and shall relate only to the part of the 
cost of such drugs which exceeds such amount as may be fixed by the Secretary, 
The method of determining the amount of the payments to a pharmacy shall 
be based on the reasonable cost of such drugs to such pharmacy plus such per. 
centage of such costs as may be determined to provide adequate compensation 
to such pharmacy for its services in furnishing such drugs. 

“(7) No supervision or control over the administration or operation, or over 
the selection, tenure, or compensation of personnel, shall be exercised under the 
authority of this section over any hospital, nursing home facility, home health 
services agency, or pharmacy which has entered into an agreement under this 
section. 

“(8) Agreements under this section shall be made by the hospital, nursing 
home, home health services agency, or pharmacy providing the services de. 
scribed in subsection (c), but this paragraph shall not preclude representation 
of such institution or pharmacy by any individual, association, or organization 
authorized by the institution or agency to act on its behalf. 

“(9) Nothing in such agreements or in this section shall be constructed to 
give the Secretary supervision or control over the practice of medicine or the 
manner in which medical services are provided. 

“(10) Except to the extent the Secretary has made provision pursuant to sub- 
section (g) (relating to utilization of private nonprofit organizations) for the 
making of payments to providers of health services, he shall from time to time 
determine the amount to be paid to each provider of health services under an 
agreement with respect to the services furnished and shall pay such amount, 
except that such amount may be reduced or increased, as the case may be, by any 
sum by which the Secretary finds that the amount paid to such provider of 
health services for any prior period was greater or less than the amount which 
should have been paid to it for such period. The Secretary of the Treasury, prior 
to audit or settlement by the General Accounting Office, shall make payment 
from the Federal Medical Insurance Trust Fund, at the time or times fixed by 
the Secretary, in accordance with such certification. 


“FREE CHOICE BY PATIENT 


“(e) Any individual eligible to receive medical insurance benefits under this 
section may obtain hospital services, nursing home services, home health serv- 
ices, or diagnostic outpatient services from any provider of health services which 
is listed by the Secretary under subsection (d)(1) as eligible to provide the 
class of health services in question and which admits such individual or under- 
takes to provide him services; and may obtain very expensive drugs, upon such 
payment as may be required, from any pharmacy with which the Secretary has 
in effect an agreement under subsection (c) (6). 


“NATIONAL MEDICAL INSURANCE BENEFITS ADVISORY COUNCIL 


“(f)(1) For the purpose of advising and assisting the Secretary in the 
formulation of policy and the promulgation of regulations in connection with the 
administration of this section, there is hereby created a National Medical In- 
surance Benefits Advisory Council which shall consist of the Commissioner 
of Social Security and the Surgeon General of the Public Health Service, who 
shall serve as co-chairman ex officio, and twelve members to be appointed by the 
Secretary. Not less than four of the appointed members shall be representatives 
of the general public, and the remainder of the appointed members shall be 
persons who are outstanding in the fields pertaining to hospitals and health 
activities. Each appointed member shall hold office for a term of four years, 
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tary except that any member appointed to fill a vacancy occurring prior to the ex- 
rust piration of the term for which his predecessor was appointed shall be appointed 
ned, for the remainder of such term, and the terms of office of the member first tak- 
alth ing office shall expire, as described by the Secretary at the time of appointment, 
and three at the end of the first year, three at the end of the fourth year after the 
date of appointment. An appointed member shall not be eligible to serve con- 
are tinuously for more than two terms but shall be eligible for reappointment if he 
rugs has not served immediately preceding his reappointment. The advisory council 
reby is authorized to appoint such special advisory and technical committees as may 
Te be useful in carrying out its functions. Appointed members of the advisory 
council and members of its advisory or technical committees, while serving on 
Sive pusiness of the advisory council, shall receive compensation at rates fixed by 
the the Secretary, but not exceeding $50 per day, and shall also be entitled to receive 
ary, an allowance for actual and necessary travel and for subsistence expenses while 
hall so serving away from their places of residence. The advisory council shall 
per- meet as frequently as the Secretary deems necessary, but not less than once each 
tion year. Upon request of four or more members it shall be the duty of the Secre- 
tary to calla meeting of the advisory council. 
ver “(2) The advisory council, or a technical committee appointed by the council 
the with the approval of the Secretary, shall have the duty of study and evaluation 
ilth of the operation of this section. Any recommendations by the council for amend- 
this ment of this section shall be transmitted to the Congress by the Secretary. 
‘ing “UTILIZATION OF NONPROFIT ORGANIZATIONS 
de- 
ion “(g)(1) The Secretary may utilize, to the extent he finds economical and 
ion otherwise advantageous, the services of private nonprofit organizations exempt 





from Federal taxation under section 501 of the Internal Revenue Code of 1954, 
or public agencies which are skilled in dealing with hospitals in matters pertain- 
ing to hospitalization of individual patients and payment therefor. The Secre- 
tary is authorized to enter into an agreement with any such organization or 
agency under which, in the whole or any part of the United States, the organiza- 
tion or agency undertakes to determine (subject to such review as may be pro- 
vided for in the agreement) the payments to hospitals required by this section 















an and by regulations prescribed thereunder, and to make such payments, and to 
nt, perform such other functions as may be deemed appropriate by the Secretary. 
ny The Secretary is authorized to utilize in similar manner the services of such or- 
of ganizations or agencies to determine and make payments, and to perform such 
ich other functions as he deems appropriate, in the provision of services (other than 







ior hospital services) described in subsection (c). 
nt “(2) An agreement under paragraph (1) shall provide for payment from the 
by Federal Medical Insurance Trust Fund to the organization or agency of the 





amounts paid out by such organization to providers of health services under this 
section and of the cost of administration determined by the Secretary with the 
advice of the advisory council to be necessary and proper for carrying out such 
organization's or agency's functions under its agreement pursuant to this section. 
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" Such payments to any organization or agency shall be made either in advance on 
ch the basis of estimates by the Secretary or as reimbursement, as may be agreed 
- upon by the organization and the Secretary, and adjustments may be made in sub- 





sequent payments on account of overpayments or underpayments previously made 
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* to the organization under this section. Such payments shall be made by the Sec- 
as retary of the Treasury from the Federal Medical Insurance Trust Fund at such 
time or times as the Secretary may specify and shall be made prior to audit or 
settlement by the General Accounting Office. 
“(3) An agreement under subsection (a) with any organization may require 
any of its officers or employees certifying payments or disbursing funds pursuant 
he to the agreement, or otherwise participating in its performance, to give surety 
he bond to the United States in such amount as the Secretary may deem necessary, 
n- and may provide for the payment of the cost of such bond from the Federal Med- 
er ical Insurance Trust Fund. 
ty 
ne “RULEMAKING POWERS OF THE SECRETARY 
DS 





“(h) The Secretary, after consulting with the advisory council, shall have full 
power and authority to make rules and regulations and to estabilsh procedures, 
not inconsistent with the provision of this section, which are necessary or 
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appropriate to carry out such provisions, and shall adopt reasonable and proper 
rules and regulations to regulate and provide for the nature and extent of the 
proofs and evidence and the method of taking and furnishing the same in order 
to establish the right of individuals to medical insurance benefits hereunder 
and the right of providers of services to payment. F 





“CERTIFYING AND DISBURSING OFFICERS 






“(i) (1) No individual designated by the Secretary pursuant to an agreement 
under this section as a certifying officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any payments 
certified by him under this section. 

“(2) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him under 
this section if it was based upon a voucher signed by a certifying officer desig. 
nated as provided in paragraph (1).” 


FEDERAL MEDICAL INSURANCE TRUST FUND 





(b) (1) The heading to section 201 of the Social Security Act is amended to 
read: “FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, FEDERAL Dfts- 
ABILITY INSURANCE TRUST FUND, AND FEDERAL MEDICAL INSURANCE TRUST FUND”, 

(2) Subsection (a) of section 201 of such Act is amended by inserting before 
the semicolon in paragraph (3) thereof the following: ‘and in clause (1) of 
subsection (c) of this section”; by inserting before the period in paragraph 
(4) thereof the following: “and in clause (2) of subsection (c) of this section”; 
by amending the last sentence thereof to read as follows: “The amounts appro 
priated by clauses (3) and (4) shall be transferred from time to time from the 
general fund in the Treasury to the Federal Old-Age and Survivors Insurance 
Trust Fund, the amounts appropriated by clauses (1) and (2) of subsection 
(b) shall be transferred from time to time from the general fund in the Treasury 
to the Federal Disability Insurance Trust Fund, and the amounts appropriated 
by clauses (1) and (2) of subsection (c) shall be transferred from time to time 
from the general fund in the Treasury to the Federal Medical Insurance Trust 
Fund, such amounts to be determined on the basis of estimates by the Secretary 
of the Treasury of the taxes, specified in clauses (3) and (4) of this subsection, 
paid to or deposited into the Treasury; and proper adjustments shall be made 
in amounts subsequently transferred to the extent prior estimates were in excess 
of or were less than the taxes specified in such clauses (3) and (4) of this 
subsection. 

(3) Section 201 of such Act is further amended by redesignating subsections 
(ce), (d), (e), (f), (@), and (h) as (d), (e), (f), (@), (h), and (i), respectively. 

(4) Section 201 of such Act is further amended by adding after subsection (b) 
the following new paragraph : 

“(c) There is hereby created on the books of the Treasury of the United 
States a trust fund to be known as the ‘Federal Medical Insurance Trust Fund’. 
The Federal Medical Insurance Trust Fund shall consist of such amounts as 
may be appropriated to, or deposited in, such fund as provided in this section. 
There is hereby appropriated to the Federal Medical Insurance Trust Fund for 
the fiscal year ending June 30, 1961, and for each fiscal year thereafter, out of 
any moneys in the Treasury not otherwise appropriated, amounts equivalent to 
100 per centum of— 

“(1)(A) one-half of 1 per centum of the wages (as defined in section 3121 
of the Internal Revenue Code of 1954) paid after December 31, 1960, and 
before January 1, 1972, and reported to the Secretary of the Treasury or 
his delegate pursuant to subtitle F of the Internal Revenue Code of 1954, 
which wages shall be certified by the Secretary of Health, Education, and 
Welfare on the basis of the records of wages established and maintained by 
such Secretary in accordance with such reports ; and 

“(B) three-fourths of 1 per centum of the wages (as defined in section 3121 
of the Internal Revenue Code of 1954) paid after December 31, 1971, and 
reported to the Secretary of the Treasury or his delegate pursuant to sub- 
title F of the Internal Revenue Code of 1954, which wages shall be certified 
by the Secretary of Health, Education, and Welfare on the basis of the 
records of wages established and maintained by such Secretary in accord- 
ance with such reports ; and 
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“(2)(A) three-eighths of 1 per centum of the amount of self-employment 
income (as defined in section 1402 of the Internal Revenue Code of 1954) 
reported to the Secretary of the Treasury or his delegate on tax returns 
under subtitle F of the Internal Revenue Code of 1954 for any taxable year 
beginning after December 31, 1960, and before January 1, 1972, which 
self-employment income shall be certified by the Secretary of Health, Edu- 
eation, and Welfare on the basis of the records of self-employment income 
established and maintained by the Secretary of Health, Education, and 
Welfare in accordance with such returns; and 

“(B) nine-sixteenths of 1 per centum of the amount of self-employment 
income (as defined in section 1402 of the Internal Revenue Code of 1954) 
reported to the Secretary of the Treasury or his delegate on tax returns 
under subtitle F of the Internal Revenue Code of 1954 for any taxable year 
beginning after December 31, 1971, which self-employment income shall be 
certified by the Secretary of Health, Education, and Welfare on the basis 
of the records of self-employment income established and maintained by the 
Secretary of Health, Education, and Welfare in accordance with such 
returns.” 

(5) Subsection (d) of section 201 of such Act, as redesignated by paragraph 
(3) of this subsection, is amended by striking out “and the Federal Disability 
Insurance Trust Fund” and inserting in lieu thereof “, the Federal Disability 
Insurance Trust Fund, and the Federal Medical Insurance Trust Fund”. 

(6) Subsection (g) of section 201 of such Act, as redesignated by paragraph 
(3) of this subsection, is amended to read as follows: 

“(g) The interest on, and the proceeds from the sale or redemption of, any 
obligations held in the Federal Old-Age and Survivors Insurance Trust Fund, 
the Federal Disability Insurance Trust Fund, and the Federal Medical Inusur- 
ance Trust Fund shall be credited to and form a part of the Federal Old-Age 
and Survivors Insurance Trust Fund, the Federal Disability Insurance Trust 
Fund, and the Federal Medical Insurance Trust Fund, respectively.” 

(7) Subsection (h) of section 201 of such Act, as redesignated by paragraph 
(3) of this subsection, is amended by striking out in the third sentence of para- 
graph (1) thereof “either or both” and inserting in lieu thereof “any or all’; 
by striking out in the fourth sentence of such paragraph “from one to the other 
of” and inserting in lieu thereof “among”; by striking out in the fifth sentence 
of such paragraph “from one to the other of” and inserting in lieu thereof 
“among”. 

(8) The last sentence of paragraph (2) of subsection (h), as redesignated by 
paragraph (3) of this subsection, is amended to read as follows: “Payments pur- 
suant to the first sentence of this paragraph shall be made from the Federal! Old- 
Age and Survivors Insurance Trust Fund, the Federal Disability Insurance 
Trust Fund, and the Federal Medical Insurance Trust Fund in the ratio in 
which amounts were appropriated to such trust funds under clause (3) of sub- 
section (a) of this section, clause (1) of subsection (b) of this section, and 
clause (1) of subsection (c) of this section.” 

(9) Subsection (i) of section 201 of the Social Security Act, as redesignated by 
paragraph (3) of this subsection, is amended by inserting after the first sentence 
the following sentence: “Payments required to be made under section 226 shall 
be made only from the Federal Medical Insurance Trust Fund.” 

(10) Subsection (h)(1) of section 218 of such Act is amended by striking 
out “and (b)(1)” and inserting in lieu thereof “, (b) (1), and (¢)(1)”. 

(11) Subsection (b) of section 1106 of such Act is amended by striking out 
“and the Federal Disability Insurance Trust Fund” and inserting in lieu thereof 
“, the Federal Disability Insurance Trust Fund, and the Federal Medical In- 
surance Trust Fund”. 

EFFECTIVE DATE 


(c) Payments pursuant to section 226 of the Social Security Act, as added 
to such Act by subsection (a) of this section, shall be made only with respect 
to hospital services, nursing home services, home health services, diagnostic out- 
patient services furnished or very expensive drugs purchased after dates to be 
fixed by the Secretary, but such dates shall be, in the case of (1) hospital 
services, not earlier than July 1, 1961, or later than January 1, 1962, (2) 
nursing home services, not earlier than January 1, 1963, or later than July 1, 
1963, (3) home health services, not earlier than January 1, 1962, or later than 
July 1, 1962, (4) diagnostic outpatient services, not earlier than July 1, 1961, or 
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later than January 1, 1962, and (5) the purchase of very expensive drugs, not 
earlier than July 1, 1962, or later than January 1, 1963. The terms used in this 
section shall have the meaning assigned to them in title II of the Social Security 
Act. , 


MEDICAL BENEFITS FOR RETIRED AGED NOT ELIGIBLE FOR BENEFITS UNDER TITLE Ir 


Sec. 602. (a) The Social Security Act is further amended by adding after 
title XV thereof the following new title: 


“TITLE XVI—MEDICAL BENEFITS FOR THE RETIRED AGED Nop 
ELIGIBLE FOR BENEFITS UNDER TITLE II 


“Sec. 1601. (a) (1) Every individual who— 

“(A) has attained retirement age (as defined in section 216(a)), 

“(B) is retired (as defined in paragraph (3)), 

“(C) is a resident of the United States, and 
“(D) is not eligible to receive medical insurance benefits under section 
226, 
shall be eligible to receive medical benefits. Payment of medical benefits shall 
be made in accordance with the provisions of this section, but only if applica- 
tion is filed for such payment in such form and in such manner and by such per- 
son as the Secretary may by regulation prescribe. The provisions of clause 
(B) shall not apply to any person (i) who is the husband or wife of an in- 
dividual eligible to receive medical benefits and (ii) who was receiving more 
than one-half of his or her support from such individual for one year provided 
such year began no earlier than the calendar year preceding the year such 
person attained retirement age. 

““(2) Payment of medical benefits shall be made for hospital services, nursing 
home services, home health services, diagnostic outpatient services, and very 
expensive drugs (as defined in section 226(c) ). 

“(3) For purposes of paragraph (1)— 

“(A) Except as may be provided in subparagraph (B), an individual shall 
be retired with respect to the period for which he files for payment of 
medical benefits if— 

“(i) he had total earnings (as defined in section 203(e)) of less than 
$2,000 in any calendar year preceding the year in which the first day of 
such period occurs, provided sueh calendar year is no earlier than the 
year preceding the year in which he attained retirement age, or 

“(ii) he did not render services for wages of more than $100, and 
did not engage ip self-employment in each of at least three montbs in 
any calendar year, provided such third month preceded the first day of 
such period and such calendar year is no earlier than the year preceding 
the year in which he attained retirement age, or 

“(iii) he attained the age of seventy-two in a month prior to such 
period. 

“(B) For the purposes of benefits for very expensive drugs, an individual 
shall be retired if on the first day of the month in which he incurs the cost 
of such drugs he meets the provisions of clause (i), (ii), or (iii) of subpara- 
graph (A). Such first day shall be deemed the first day of the period for 
which he files for the payment of medical benefits. 

For purposes of subparagraph (A) (ii), an individual shall be presumed not to 
have engaged in self-employment with respect te any month if, by applying the 
provisions of section 203(e) and the regulations issued thereunder, the Secretary 
determines that such individual did not engage in self-employment in such 
month, except that for such purposes the term, ‘substantial services’, as used in 
paragraph (3)(B)(i) of such section 208(e), shall mean services rendered by 
such individual with respect to his trade or business in seven or more days in 
such month. 

“(4) Payment of medical benefits which an individual is eligible to receive may 
be made for— 

“(A) hospital services furnished to such individual for a total of not more 
than ninety days in any calendar year: 

“(B) nursing home services furnished to such individnal for a total of 
not more than one hundred and eigtty days in any calendar year: 

*(C) home health services furnished to such individual for a total of not 
more than two hundred and forty days: 
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“(D) diagnostic outpatient services but only to the extent as the Secre- 
tary, after consultation with the advisory council, established pursuant to 
subsection 226(f), may by regulation specify ; 

“(E) very expensive drugs furnished such individual, but only to the ex- 
tent the Secretary, after consultation with such advisory council, may by 
regulation specify. 

The maximum of any combination of hospital services, nursing home services, 

and home health services for which payment may be made for such services 

fyrnished, during any calendar year, to any individual eligible to receive medical 
ienefits shall not exceed ninety units of services. For the purpose of the pre- 
ceding sentence, one “unit of services” equals (i) one day of hospital services, 

(ii) two days of nursing home services, or (iii) two and two-thirds days of 

home health services. 

“(5) Notwithstanding the previous provisions of this subsection, no individual 
shall be eligible to receive medical benefits insofar as they relate to hospital 
grvices, nursing home services, or home health services, unless such services 
gre rendered after referral by a physician, and such physician certifies in 
yriting that such hospital services, nursing home services, or home health 
grvices are or were required for his medical treatment except that such referral 
shall not be required for hospital services in case of an emergency which makes 
such referral impracticable. Periodic recertification that medical treatment 
which extends over a period of time is required shall be a condition of continuing 
eligibility to receive such benefits during the period such services are furnished. 

*(6)(A) An application for the payment of medical benefits shall be valid, 
with respect to a period during which one or more of the services described in 
section 226(c) are furnished, if such application is filed no earlier than the first 
day of the third month preceding the month in which the first day of such period 
occurs Or no later than the last day of the twelfth month succeeding the month 
in which the first day of such period occurs. An application for the payment 
of medical benefits shall be valid with respect to the cost incurred for a very 
expensive drug if such application is filed within such time as the Secretary may 
by regulations prescribe. 

“(B) For purposes of this section, a period during which— 

“(i) hospital or nursing home services (or both) are furnished means 
a consecutive number of days (including only one day) in which such services 
are furnished ; 

“(ii) home health services are furnished means one or more days (but 
not exceeding two hundred and forty days in any calendar year) in which 
such services are furnished, but only if the number of days elapsing between 
any two days in which such services are furnished does not exceed thirty; 

“(iii) diagnostic outpatient services are furnished means one or more 
days (but not exceeding in any calendar year the number of days specified 
by the Secretary pursuant to paragraph (4)(D) of this subsection) in 
which such services are furnished, but only if the number of days elapsing 
between any two days in which such services are furnished does not exceed 
fourteen. 








































“DETERMINATIONS OF ELIGIBILITY 









“(b) The provisions of section 205 relating to the making and review of 
determinations shall be applicable to determinations as to (i) whether an in- 
dividual is eligible to receive medical benefits, and (ii) the number of days, in 
any calendar year, for which an individual is eligible to receive such benefits. 








PROVISIONS OF SECTION 





226 





“INCORPORATION OF 





CERTAIN 









“(c) For the purposes of administering this title, the provisions of section 
226(d), (e), (f), (2), and (h) shall be applicable to this title, and for such 
purposes references in such subsections of section 226 to title II, medical insur- 
anee benefits, and section 226 (or any subsection, paragraph, or subparagraph 
thereunder) shall be deemed to refer to this title, medical benefits for which 
payment may be made under this section, and this section, respectively. 








“CERTIFYING AND DISBURSING OFFICERS 









“(d)(1) No individual designated by the Secretary pursuant to an agree- 
ment under this section as a certifying officer shall, in the absence of gross 
hegligence or intent to defraud the United States, be liable with respect to any 
payments certified by him under this section. 
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**(2) No disbursing officer shall, in the absence of gross negligence or intent 
defraud the United States, be liable with respect to any payment by him Under 
this section if it was based upon a voucher signed by a certifying officer desig. 
nated as provided in paragraph (1). 


“APPROPRIATION 


“Sec. 1602. There are hereby authorized to be appropriated to the Peder 
Medical Insurance Trust Fund for each fiscal year, beginning with the figey 
year ending June 30, 1962, out of any moneys in the Treasury not othe 
appropriated, such sums as the Secretary determines to be necessary to meet 
the payments made from such Trust Fund pursuant to this title with 
to individuals who are eligible to receive medical benefits under this title, phy 
interest accruing on such sums at the rate for each such fiscal year equal to th 
average rate of interest (as determined by the managing trustee) earned on the 
invested assets of such Trust Fund during the preceding fiscal year. 


“PAYMENTS 


“Sec. 1603. Payments required to be made under this title, as provided } 
section 1601, shall be made from the Federal Medical Insurance Trust Fund, 


“NONAPPLICABILITY OF THLS TITLE 


“Sec. 1604. The provisions of this title shall not apply to any individual (j) 
who is, or upon filing application would be, entitled to an annuity or a pension 
undr the Railroad Retirement Act or (ii) Who is receiving, or is eligible to r 
ceive, an annuity under the Civil Service Retirement Act, or (iii) who is the 
wife or dependent husband of an individual described in clauses (i) or (ii).” 


EFFECTIVE DATE 


(b) Payments pursuant to subsection (a) of this section shall be made onl 
with respect to hospital services, nursing home services, home health services, 
diagnostic outpatient services furnished, or very expensive drugs purchasel 
after dates to be fixed by the Secretary, but such dates shall be, in the case of 
(1) hospital services, not earlier than July 1, 1961, or later than January |, 
1962, (2) nursing home services, not earlier than January 1, 1963, or later tha 
July 1, 1963, (3) home health services, not earlier than January 1, 1962, or late 
than July 1, 1962, (4) diagnostic outpatient services, not earlier than July | 
1961, or later than January 1, 1962, and (5) the purchase of very expensive drag, 
not earlier than July 1, 1962, or later than January 1, 1963. The terms used ip 
this section shall have the meaning assigned to them in title II of the Social 
Security Act. 


AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954 
CHANGES IN TAx SCHEDULES 
SELF-EMPLOYMENT INCOME TAX 


Sec. 608. (a) Section 1401 of the Internal Revenue Code of 1954 (relating 
rate of tax on self-employment income) is amended to read as follows: 


“SEC. 1401. RATE OF TAX. 


“In addition to other taxes, there shall be imposed for each taxable year, on th 
self-employment income of every individual, a tax as follows: 

“(1) inthe case of any taxable year beginning after December 31, 1959, ani 
before January 1, 1961, the tax shall be equal to 4% percent of the amout 
of the self-employment income for such taxable year; 

“(2) in the case of any taxable year beginning after December 31, 1 
and before January 1, 1963, the tax shall be equal to 4% percent of 
amount of the self-employment income for such taxable year ; 

“(3) in the case of any taxable year beginning after December 31, 1@ 
and before January 1, 1966, the tax shall be equal to 55% percent of th 
amount of the self-employment income for such taxable year; 

“(4) in the case of any taxable year beginning after December 31, 1% 
and before January 1, 1969, the tax shall be equal to 6% percent of i 
amount of the self-employment income for such taxable year; 
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“(5) in the case of any taxable year beginning after December 31, 1968, 
and before January 1, 1972, the tax shall be equal to 74 percent of the 
amount of the self-employment income for such taxable year; and 

“(6) in the case of any taxable year beginning after December 31, 1971, 
the tax shall be equal to 7%. percent of the amount of the self-employment 
income for such taxable year.” 


TAX ON EMPLOYEES 






(b) Section 3101 of such Code (relating to rate of tax on employees under 
the Federal Insurance Contributions Act) is amended to read as follows: 


sp, 3101. RATE OF TAX. 
“In addition to other taxes, there is hereby imposed on the income of every 
indiivdual a tax equal to the following percentages of the wages (as defined 
in section 3121(a)) received by him with respect to employment (as defined in 
section 8121 (b) )— 
“(1) with respect to wages received during the calendar year 1960, the 
rate shall be 3 percent ; 
“(2) with respect to wages received during the calendar years 1961 and 
1962, the rate shall be 3% percent ; 
“(3) with respect to wages received during the calendar years 1963 to 
1965, both inclusive, the rate shall be 3% percent ; 
“(4) with respect to wages received during the calendar years 1966 to 
1968, both inclusive, the rate shall be 4% percent ; 
“(5) with respect to wages received during the calendar years 1969 to 
1971, both inclusive, the rate shall be 4% percent ; and 
“(6) with respect to wages received after December 31, 1971, the rate 
shall be 4% percent.” 
TAX ON EMPLOYERS 





(ce) Section 3111 of such Code (relating to rate of tax on employers under 
the Federal Insurance Contributions Act) is amended to read as follows: 


se 

et "SEC. 3111. RATE OF TAX. 

than “In addition to other taxes, there is hereby imposed on every employer an 
later | excise tax, with respect to having individuals in his employ, equal to the follow- 


ily | ing percentages of the wages (as defined in section 3121(a)) paid by him with 
rags, | tespect toemployment (as defined in section 3121(b) )- 
ed in “(1) with respect to wages paid during the calendar year 1960, the rate 


shall be 3 percent ; 

“(2) with respect to wages paid during the calendar years 1961 and 
1962, the rate shall be 3% percent ; 

“(3) with respect to wages paid during the calendar years 1963 to 1965, 
both inclusive, the rate shall be 3% percent ; 

“(4) with respect to wages paid during the calendar years 1966 to 1968, 
both inclusive, the rate shall be 44% percent ; 

“(5) with respect to wages pad during the calendar years 1969 to 1971, 
both inclusive, the rate shall be 4% percent ; and 

“(6) with respect to wages paid after December 31, 1971, the rate shall 
be 4% percent.” 


e 


DECLARATION OF POLICY ON RAILROAD RETIREMENT AND CIVIL SERVICE ANNUITANTS 





& 


Seo. 604. It is hereby declared to be the policy of the Congress in enacting this 
Act to include as many retired people as possible under the type of program estab- 
lished by this Act and to provide that their benefits should, to the extent possible, 
be financed by contributions made by them (and their employers) during their 
working years. To further this policy, the Congress should take action as soon 
a8 possible to make available to persons receiving annuities under the Railroad 
Retirement Act and the Civil Service Retirement Act a program under which 
such individuals can obtain the same type of services made available by this 
Act to those who are receiving old-age and survivors insurance benefits. 
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464 SOCIAL SECURITY AMENDMENTS OF 1960 


STUDY OF HEALTH NEEDS OF INDIVIDUALS 


Sec. 605. Section 702 of the Social Security Act is amended by insertip 
after “702”; by adding at the end thereof the following new subsection: 

“(b) The Secretary shall conduct a continuing study and investigation Of the 
health needs of individuals who have reached retirement age, and the means by 
which such needs may most effectively and efficiently be met. In COMNECtigg 
with such study and investigation, the Secretary shall institute and conduet ay 
propriate demonstration programs relating to the health needs of such ing, 
viduals and the manner and means by which such needs may be fulfilled. 
Secretary is authorized to provide for the carrying on of such research Studi« 
pertaining to health care and the administration of such care as may be recon. 
mended by the advisory council designated pursuant to section 226(f), g 
research studies may be carried on directly by the Department of Health, Bi, 
eation, and Welfare, by others under contracts negotiated for, or grants Mate 
by the Secretary for, such purpose.” 

Sec. 606. As used in the provisions of the Social Security Act, amended by ty 
Act, the term “Secretary” means the Secretary of Health, Education, abi 
Welfare. 

Sec. 607. This title may be cited as the “Retired Persons Medical Insurapy 
Act.” 


& “(ay 


2. AMENDMENT 6-25-60-D—INTRODUCED BY SENATOR WILLIAMS @ 
NEW JERSEY 
STAFF ANALYSIS 


Makes liberalization of the insured status requirement (sec. 204 of Hous 
passed bill) inapplicable as to any individual who is or will become entitled » 
retirement benefits under the teachers pension and annuity fund of the State¢ 
New Jersey or to retirement benefits under the public employees retiremey 
system of the State of New Jersey. 

Cost.—Negligible savings. 


VIEWS OF THE DEPARTMENT OF HEALTH, EpUCATION, AND WELFARE ON AMENDMEN 
6—-24-60—-D 


While the present law does contain modifications to the general provision 
governing coverage under the old-age, survivors, and disability insurance pp 
gram, the Department believes, in general, that special provisions are undesirable 
in that they tend to nullify the effect of the general provisions of the law, and may 
introduce inequities and anomalies into the program. The proposed speci 
amendment, applying only to persons receiving retirement benefits under tw 
named New Jersey retirement systems, is subsequent to the additional objectia 
that it would be the first special amendment (i.e., an amendment applying 
specifically named groups) to the basic provisions of the program for determinin 
eligibility to benefits and benefit amounts. 

The Department believes that it is of fundamental importance in a broad 
social insurance system such as old-age, survivors, and disability insurance thi 
the benefit rights of all persons covered under the program be determined on th 
same basis. The proposed amendment would not provide favorable treatmett 
under the program for the group affected; it would nevertheless be a departur 
from the principle that all covered persons should be subject to the same requite 
ments as to insured status. If enacted, it would undoubtedly be considered as! 
precedent by persons or groups seeking advantages through additional speci 
amendments to the insured status or benefit computation provisions of the act. 

The proposed amendment is designed to be of help to a relatively small num 
of persons entitled to benefits under the two New Jersey systems, and woul 
no doubt be of overall assistance to them (subject, of course, to the interpretatia 
of the amendment by the State of New Jersey). Nonetheless, it would mak 
inapplicable to these persons an insured status provision of the Social Securit 
Act and might inadvertently be of disadvantage to some members of the systeti 
by reducing the amount of benefits they would obtain under the Federal prograll 

Since the objective of the proposed amendment is to affect favorably the 
benefit rights of certain individuals under the two named New Jersey retiremetl 
systems, its achievement would seem to be a matter for State, rather than Fe 
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eral, legislation. An amendment to the Federal law which has as its objective 
modifying benefit rights under State law does not seem desirable. 

For these reasons the Department recommends that the proposed amendment 
not be enacted. 













Text OF AMENDMENT 6-24-60-D 

leans by 

Net g Intended to be proposed by Mr. WILLIAMS of New Jersey to the bill (H.R. 12580), 
uct ap viz: On page 67, between lines 14 and 15, insert the following new subsec- 
Ch ing. tion : 

d. Ty (e) The amendment made by subsection (a) shall not apply in the case of 
Studig any individual who, on, before, or after the date of enactment of this Act, becomes 
> Tecon. entitled to retirement benefits under the Teachers Pension and Annuity Fund 
~ Soe of the State of New Jersey or to retirement benefits under the Public Employees 







Retirement System of the State of New Jersey. 










3. AMENDMENT 6-24-60-E—-INTRODUCED BY SENATOR JAVITS FOR 
HIMSELF AND SENATOR KEATING 


mm, an 






sUrane 






STAFF ANALYSIS 






Permits the States to extend their unemployment insurance laws to provide 
coverage with respect to those nonprofit organizations which are not subject 
to the Federal unemployment tax without regard to the conditions specified in 
section 3303 of the Internal Revenue Code of 1954 (the Federal Unemployment 
Tax Act). It would thus permit States to allow to these organizations reduced 
rates of contributions to pooled unemployment funds on a reimbursable or other 


MS OP 










Hous basis having no relation to unemployment experience or other factors having a 
tled w direct relation to unemployment risk. 

tate of 

rement Views OF DEPARTMENT OF LaBork ON AMENDMENTS 6-24-60-E (IDENTICAL 








WITH 3S. 3504) 








It is our understanding that Amendment 6—24-60-E ,which is identical to 
§. 3594) is intended primarily to allow State coverage of nonprofit organizations 
on a reimbursable basis, according to which these organizations would be billed 
periodically for the benefit costs charged to them and required to pay only these 
amounts into the State fund. Under a number of State laws, State and local 








© pt governments are presently permitted to effect coverage of their employees on 
rable such a basis. 

1 may While the Department of Labor believes that employees of nonprofit organiza- 
pecia tions are entitled to unemployment insurance protection, we question the de- 






sirability of permitting treatment of one class of private employers on a basis 






pctine inconsistent with the insurance approach to unemployment compensation. Such 
ng t treatment would also appear to involve practical problems which might minimize 






its effectiveness in expanding unemployment insurance protection, while possibly 
hindering future extension of Federal coverage to employees of nonprofit or- 
ganizations in all States instead of merely those which could avail themselves 
of the proposed coverage. 

State unemployment insurance laws, all of which now provide for pooled 
funds, represent an insurance approach to the financing of unemployment costs. 









, Such an approach offers the advantages of a wide pooling of risks among in- 
juire dustries and employers, while also insuring annual employer costs that are pre- 






dictable and limited by minimum and maximum rates. Some employers might 
not otherwise be capable of absorbing the benefit costs chargeable to them. 











t. Individual employer or industry financing through payments reimbursing the 
mbet State fund for benefit costs provides neither the advantages of pooling nor the 
oul predictability of an annual tax. 

ition The nature of nonprofit organizations does not appear necessarily to justify 
nake such a departure from the established pattern of unemployment insurance 
rity financing. Many receive the bulk of their funds from sources other than volun- 
‘ens tary contributions, engage in commercial operations, and sell goods and services 
ram in competition with profitmaking organizations that are presently subject to 
the unemployment insurance laws on a regular basis. Amendment 6—24-60-E might 
a be considered by other employers as unduly preferential and thus lead to efforts 





for further extension. 
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In practice, the costs of coverage on a reimbursable basis may, under certain 
circumstances, exceed those on a tax basis, thus presenting problems to the 
organizations themselves and imperiling the extension of unemployment insur. 
ance which this amendment is intended to foster. For example, should an or. 
ganization be required to reduce operations for budgetary reasons, thus layin 
off employees, benefit costs would ordinarily rise at the very time that the 
organization would least be able to absorb these additional costs. 

Nonprofit organizations should not necessarily be classed with States or 
municipal corporations which, as previously noted, are covered under some State 
laws on a reimbursable basis. These entities are not ‘persons’ within the mean- 
ing of section 3308 of the Federal act, and unlike private employers they are 
necessarily exempt from the Federal tax for constitutional reasons. Their ae. 
tivities do not ordinarily present competitive problems in relation to other ep. 
ployers. Such governmental entities are permanent, or nearly so, and even when 
dissolution occurs it ordinarily takes the form of merger or consolidation ingyp. 
ing payment or assumption of prior debts. They have resources of taxation ang 
credit which assure a high measure of continuity in operations and financia) 
capacity. These considerations are not generally applicable to nonprofit organiza- 
tions, which often do operate in competition with other employers subject to 
unemployment insurance laws, have no assured level of operations or financia] 
capacity, and can and do go out of existence with consequent risk of default, 

There is the possibility also that this amendment might hinder extension of 
the Federal act to nonprofit organizations since State coverage pursuant to amend- 
ment 6-24-60-E would be in conflict with the conditions of section 3308 which 
would become applicable upon Federal coverage. 


TEXT OF AMENDMENT 6—-24—-60-E 





Intended to be proposed by Mr. Javits (for himself and Mr. KEATING) to the bill 
(H.R. 12580), viz: On page 142, between lines 13 and 14, insert the fol- 
lowing : 

CONDITIONS FOR REDUCED RATE OF CONTRIBUTIONS 





(d) Section 3308(c) of such Code (relating to conditions of additional credit 
allowance) is amended by adding at the end thereof the following new para- 
graph: 

“(9) Person.—The term ‘person’ shall not include any organization, sery- 
ice for which is excepted from employment under paragraph (8) of section 
3306(¢c).” 





4. AMENDMENT 6-24-60-F—INTRODUCED BY SENATOR JAVITS FOR 
HIMSELF AND SENATOR KEATING 


Starr ANALYsIS 


Permits child to receive survivor benefits on record of individual who stood 
in loco parentis (in the place of the parent) for not less than 5 years immediately 
preceding the day on which the individual died; also requires that child must 
have been living with the worker at time of death and have been receiving at 
least three-fourths of his support from such worker. 

Cost.—Unknown. Cost of amendment if amended as suggested by Department 
of Health, Education, and Welfare in the following report is estimated as negli- 
gible. 
















VIEWS OF THE DEPARTMENT OF HEALTH, EpUCATION, AND WELFARE ON PROPOSED 
AMENDMENT 6-24-60-F 





The Department of Health, Education, and Welfare is in favor of this amen¢- 
ment in principle and recommends its enactment, The Department believes, 
however, that the amendment needs to be modified as described below. 

The amendment provides for the payment of child’s insurance benefits only 
if the insured worker has died. A child who is living with and being supported 
by a retired or disabled worker also needs the protection of the program. The 
Department recommends that the amendment be modified to provide for paying 
benefits also in cases where the worker is disabled or retired. 
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The Department recommends a further modification to provide for paying 
nefits to a child who is receiving one-half of his support from the worker, 
rather than three-fourths as proposed in the amendment, The present iaw uses 
g one-half support requirement as a test of dependency, and we have no reason 
to believe that the present requirement is not an adequate one. 
The Department believes that a requirement that the child have been living 
in the worker's household for 1 year, rather than 5 years as required by the 
sed amendment, is sufficient to assure that benefits would be paid only 
where the worker had in fact assumed responsibility for the child’s support, 
qnd recommends that the amendment be modified accordingly. If H.R. 12580 
is enacted, the duration-of-relationship requirements for eligibility for the de- 
ndents’ benefits, now 3 years in certain cases and 1 year in other cases, would 
all be made 1 year, so that the provision of the law would be consistent in this 


respect. 

FLR. 12580 contains a provision relating to the payment of benefits in cases 
where a child is adopted by a disabled person that is intended to limit the pay- 
ment of benefits to cases where it is generally reasonable to assume that the 
disabled worker, before the disability benefits were payable, had intended to 
adopt the child. In keeping with the intent of that provision the Department 
recommends that the proposed amendment be modified so that benefits would be 
paid under it only in cases where the child had been living with the worker 
before the worker became entitled to retirement or disability benefits. 

The Department recommends also that the amendment not permit the payment 
of benefits to a child on the earnings record of a foster parent who is being 
regularly paid by a child-placement agency or the child’s parent to care for the 
child. 

Finally, it should be noted that the determination of whether an individual 
stands in loco parentis to another is somewhat subjective in nature and not 
easily administered in a program as large as OASDI. The amendment, both 
in its present form and as it would be modified in accordance with the Depart- 
ment’s suggestions, would contain objective criteria for determining the exist- 
ence of the kind of relationship justifying payment of benefits to the “child” 
on the basis of the individual's earnings record and it would appear undesirable 
toadd this further administratively difficult test. 


Text oF AMENDMENT 6-24-60-F 


Intended to be proposed by Mr. Javits (for himself and Mr. Keattne) to the 
bill (H.R. 12580), viz: 

On page 72, line 14, insert “(1)” immediately after “(b)”. 

On page 72, line 16, strike out “and”. 

On page 72, line 20, strike out “died”, and insert in lieu thereof “died, and (3) 
in the case of a deceased individual, a child with respect to whom an individual 
has stood in loco parentis for not less than five years immediately preceding the 
day on which such individual died”. 

On page 72, between lines 20 and 21, insert the following new paragraph: 

“(2) Subsection (d) of section 2002 of such Act is amended by adding at the 
end thereof the following new paragraph : 

“"(7) A child shall be deemed dependent upon the individual who stands in 
loco parentis with respect to such child at the time specified in paragraph (1) 
(C) if, at such time, the child was living with and was receiving at least 
three-fourths of his support from such individual.’ ” 


5. AMENDMENT 6-24-60-G—INTRODUCED BY SENATOR JAVITS FOR 
HIMSELF AND SENATOR KEATING 








STAFF ANALYSIS 
Provides for the continuation of a child’s benefit up until age 21 (presently 
terminated at age 18) if he has been regularly and continuously attending school 
since age 18. School is defined as a high school, trade school, junior college, 
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college, or university. Would continue the payment of mother’s benefit on the 
basis of the continued benefit for the child. 

Cost.—0.08 percent of payroll on a level-premium basis. 

Financing.—No tax increase provided to cover added cost to program. 


VIEWS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT? 
6—-24-60—-G To H.R. 12580 


The Department of Health, Education, and Welfare does not favor enagt. 
ment of amendment 6-24-60-G. 

Enactment of the amendment would increase the cost of the old-age, gy. 
vivors, and disability insurance program by 0.08 percent of payroll on a level. 
premium basis. The amendment does not provide for any increase in income 
to the system to meet the increased cost. In the opinion of the Department the 
need for paying benefits to children over age 18 is not well enough established 
at this time to justify an increase in contributions to meet the additional cost, 


Text OF AMENDMENT 6-24—-60—G 


Intended to be proposed by Mr. Javits (for himself and Mr. Keating) to the bill 
H.R. 12580), viz: 
On page 80, between lines 3 and 4, insert the following: 
“CONTINUATION OF CHILD'S BENEFITS OF CHILDREN ATTENDING SCHOOL 


“Sec. 211. (a) Clause (B) of section 202(d)(1) of such Act is amended to 
read as follows: 

“*(B) at the time such application was filed was unmarried and (i) had 
not attained the age of eighteen, or (ii) had not attained the age of twenty- 
one and was and had been continuously since attainment of age eighteen 
regularly attending school, or (iii) was under a disability (as defined in 
section 223(c)) which began before he attained the age of eighteen, and’. 

“(b) So much of the first sentence of such section 202(d) (1) as follows clanse 

equities, improve the financing of the trust funds, and provide disability ben- 
fit for each month, beginning with the first month after August 1950 in which 
such child becomes so entitled to such insurance benefits and ending (except as 
otherwise provided by the following sentence) with the month preceding the first 
month in which any of the following occurs: Such child (i) dies, (ii) marries, 
(iii) is adopted (except for adoption by a stepparent, grandparent, aunt, or uncle 
subsequent to the death of such fully or currently insured individual), (iv) in the 
case of a child (other than a child referred to in clauses (v), (vi), or (vii)), 
attains the age of eighteen, (v) in the case of a child (other than a child re 
ferred to in clauses (vi) or (vii)) who for any period of time commencing m 
the date he attained age eighteen has regularly and continuously attended 
school, ceases regularly and continuously to attend school or attains the age 
of twenty-one, whichever first occurs, (vi) in the case of a child (other than a 
child referred to in clause (vi) ) who upon attainment of age eighteen was under 
a disability (as defined in section 223(c)) which began before he attained such 
age, ceases to be under such a disability, or (vii) in the case of a child who upon 
attainment of age eighteen was under a disability (as defined in section 223(¢)) 
which began before he attained such age and who for any period of time com- 
mencing on the date he attained such age has regularly and continuously at- 
tended school, ceases to be under such a disability and ceases regularly and con- 
tinuously to attend school or ceases to be under such a disability and attains the 
age of twenty-one, whichever first occurs.’ 

“(c) Such section 202(d)(1) (as amended by this Act) is further amended 
by adding at the end thereof the following new sentence: ‘For purposes of this 
paragraph, the term “school” means a high school, trade school, junior college, 
college, or university.’ 

“(d) The last sentence of section 203(b) of such Act is amended to read 
as follows: ‘No deduction shall be made under this subsection from any child’s 
insurance benefit for the month in which the child entitled to such benefit at 
tained the age of eighteen or any subsequent month, if such child is entitled 
to such benefit by reason of being under a disability (as defined in section 
223(c)) which began before he attained such age.’ 
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«(e)(1) The first sentence of paragraph (1) of section 222(b) of such Act is 
yyended by inserting ‘by reason of being under a disability (as defined in sec- 
jon 223(¢) ) which began before he attained such age’ immediately after ‘and 
isentitled to child’s insurance benefits’. 

(2) The first sentence of paragraph (2) of such section 222(b) is amended 

jpserting ‘(if such child is entitled to such benefit by reason of being under 
ydisability, as defined in section 223(c), which began before he attained such 
age)’ immediately after ‘child who has attained the age of eighteen is entitled’. 

“f) The first sentence of section 225 of such Act is amended to read as 
glows: ‘If the Secretary, on the basis of information obtained by or sub- 
nitted to him, believes that an individual entitled to benefits under section 
m, or that a child who has attained the age of eighteen and is entitled to 
nefits under section 202(d) by reason of being under a disability which began 
fore he attained such age, may have ceased to be under a disability, the 
geretary may suspend the payment of benefits under such section 223 or 
ye(d) until it is determined (as provided in section 221) whether or not such 
iividual’s disability has ceased or until the Secretary believes that such 
digability has not ceased.’ 

“(g) The amendments made by this section shall be effective with respect 
tp monthly benefits payable under section 202 of the Social Security Act 
for months after the month in which this Act is enacted.” 

Qn page 108, beginning with line 6, strike out all through line 19, and 
insert in lieu thereof the following : 

*(d) Section 202(d)(1) of such Act is amended by inserting after the first 
gatence thereof the following new sentence: ‘Notwithstanding the provisions 
of the preceding sentence relating to the month in which the child’s insurance 
benefits of an individual shall end, the entitlement to such benefits of an in- 
dividual who is entitled thereto because he is under a disability shall not end, 
because he ceases to be under a disability, until the month preceding the third 
nonth following the third in which he ceases to be under a disability.’ ” 


§ AMENDMENT 6-24-60-N—-INTRODUCED BY SENATOR BYRD OF WEST 

VIRGINIA FOR HIMSELF AND THE FOLLOWING SENATORS: BART- 
LETT, CHAVEZ, CLARK, DODD, DOUGLAS, HARTKE, HUMPHREY, 
JACKSON, JOHNSTON OF SOUTH CAROLINA, LONG OF HAWAII, 
MANSFIELD, McGEE, MOSS, MURRAY, PROXMIRE, RANDOLPH, YAR- 
BOROUGH, AND YOUNG OF OHIO 


STAFF ANALYSIS 


Provides option of earlier retirement for male workers and dependent hus- 
bands at age 62 (now 65) with an actuarial reduction on the same basis 
presently provided for women workers and wives. The actuarial reduction for 
workers (five-ninths of 1 percent for each month prior to age 65) would, at age 
f2, be 80 percent of the full benefit payable at age 65. 

The actuarial reduction for dependent husbands (twenty-five thirty-sixths of 
l percent for each month prior to age 65) would, at age 62, be 75 percent of the 
benefit payable at age 65. 

Cost —0.05 percent of payroll on a level premium basis. 

Financing.—No tax increase provided to cover added cost to program. 


Views OF DEPARTMENT OF HEALTH, EpUCATION, AND WELFARE ON AMENDMENT 
6-24—-60-N anv 6-24-60—-0 InN JotnT Report BELow: 


The Department of Health, Education, and Welfare recommends against en- 
actnent of these amendments. The amendments in themselves would not appre- 
dably increase the cost of the old-age, survivors, and disability insurance pro- 
gram. But actuarially reduced benefits for men at age 62 and for women at age 
would be so low in many cases as to be quite inadequate, particularly for 
men, who generally have family responsibilities. Accordingly, it could be ex- 
pected that enactment of the proposals would give rise to pressures for payment 
of full-rate benefits at the lower ages specified. Payment of full-rate benefits 
© men at 62 would increase costs by about 0.483 percent of payroll; payment of 
full-rate benefits to men and women at 62 would increase costs by about 0.76 per- 
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cent of payroll; and payment of full-rate benefits to men at 62 and women at 
would increase costs by about 1.25 percent of payroll. 

The payment of benefits at ages lower than those now specified in the 
would have the additional disadvantage that it might tend to reduce job @ 
portunities for older people by encouraging employers to retire workers at a 
earlier age than is now customary and by lowering the hiring age for Older peg, 
ple, since many employers hesitate to hire workers nearing retirement age, 
one of the effects of lowering the eligibility age could be a further logs of job 
opportunities for older workers who want and need work and a lessening of thy 
attention being paid to the very real problems of helping older workers find joy 

Securing jobs at older ages is undoubtedly difficult for many, but this ig try 
in some circumstances as early as age 40 or 45. Early retirement for a person 
not too disabled to engage in gainful activity is not, in the opinion of thig Dp 
partment, a real solution to the problem. Rather, the solution would appear 
be found in continued efforts toward the development of additional employme; 
opportunities for older workers. 


Text oF AMENDMENT 6-—24-60—N 


Intended to be proposed by Mr. Byrd of West Virginia (for himself and & 
Bartlett, Mr. Chavez, Mr. Clark, Mr. Dodd, Mr. Douglas, Mr. Hartke, p 
Humphrey, Mr. Jackson, Mr. Johnston of South Carolina, Mr. Long g 
Hawaii, Mr. Mansfield, Mr. McGee, Mr. Moss, Mr. Murray, Mr. Proxmip 
Mr. Randolph, Mr. Yarborough, and Mr. Young of Ohio) to the bill (HR 
12580), viz: On page 80, between lines 3 and 4, insert the following ney 
section : 

Sec. 211. (a) Section 216(a) of the Social Security Act is amended to req 
as follows: 
“Retirement Age 


“(a) The term ‘retirement age’ means age sixty-two”. 
(b) Subsections (q), (r), and (s) of sectfon 202 of such Act are amended tp 
read as follows: 


“Adjustment of Old-Age, Wife’s, and Husband’s Insurance Benefit Amounts 
Accordance With Age of Beneficiary 


“(q)(1) The old-age insurance benefit of any individual for any month prie 
to the month in which such individual attains the age of sixty-five shall k 
reduced by— 

“(A) five-ninths of 1 per centum, multiplied by 

“(B) the number equal to the number of months in the period beginning 
with the first day of the first month for which such individual is entitle 
to an old-age insurance benefit and ending with the last day of the mont 
before the month in which such individual would attain the age of sixty-fir 

“(2) The wife’s or husband’s insurance benefit of any individual for ay 
month after the month preceding the month in which such individual attaim 
retirement age and prior to the month in which such individual attains the ap 
of sixty-five shall be reduced by— 

“(A) twenty-five thirty-sixths of 1 per centum, multiplied by 
“(B) the number equal to the number of months in the period beginnix 
with the first day of the first month for which such individual is entitled 
such wife’s or husband’s (as the case may be) insurance benefit and ending 
with the last day of the month before the month in which such individu 
would attain the age of sixty-five, except that in no event shall such period 
start earlier than the first day of the month in which such individwl 
attains retirement age. 
In the case of an individual entitled to wife’s insurance benefits, the precedin 
provisions of this paragraph shall not apply to the benefit for any month ®t 
which such individual has in her care (individually or jointly with the indivi¢ 
ual on whose wages and self-employment income her wife’s insurance benefit i! 
based) a child entitled to child’s insurance benefits on the basis of such wage 
and self-employment income. With respect to any month in the period specifiel 
in clause (B) of the first sentence of this paragraph, if (in the case of an int 
vidual entitled to wife’s insurance benefits) such individual does not have ii 
such month such a child in her care (individually or jointly with the individu! 
on whose wages and self-employment income her wife’s insurance benefit # 
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pased), she shall be deemed to have such a child in her care in such month for 



























































he |gy purposes of the preceding sentence unless there is in effect for such month 
Job op | a certificate filed by her with the Secretary, in accordance with regulations pre- 
3 at a by him, in which she elects to receive wife’s insurance benefits reduced 
er pe vided in this subsection. Any certificate filed pursuant to the preceding 
Thy nce shall be effective for purposes of such sentence—- 
of jo “(ij) for the month in which it is filed, and for any month thereafter, if 
| Of the in such month she does not have such a child in her care (individually or 
1d job, jointly with the individual on whose wages and self-employment income her 
is try wife’s insurance benefit is based), and 
Person “(ii) for the period of one or more consecutive months (not exceeding 
his De twelve) immediately preceding the month in which such certificate is filed 
pear ty which is designated by her (not including as part of such period any month 
»¥ Men} in which she had such a child in her care (individually or jointly with the 
individual on whose wages and self-employment income her wife’s insurance 
penefit is based) ). 
If such a certificate is filed, the period referred to in clause (B) of the first sen- 
tence of this paragraph shall commence with the first day of the first month (i) 
ad Mr for which such individual is entitled to a wife’s insurance benefit, (ii) which 
ce, Mr. oeurs after the month preceding the month in which she attains retirement 
mg} age, and (iii) for which such certificate is effective. 
xinire #(3) In the case of any individual who is entitled to an old-age insurance 
(HR benefit to which paragraph (1) is applicable and who, for the first month for 
€ 2} which such individual is so entitled (but not for any prior month) or for any 
later month occurring before the month in which such individual attains the 
O read} age of sixty-five, is entitled to a wife’s or husband’s insurance benefit to which 
paragraph (2) is applicable, the amount of such wife’s or husband’s insurance 
benefit for any month prior to the month in which such individual attains the 
age of sixty-five shall, in lieu of the reduction provided in paragraph (2), be 
reduced by the sum of— 
ded to “(A) an amount equal to the amount by which such old-age insurance 
benefit for such month is reduced under paragraph (1), plus 
, “(B) an amount equal to- 
nts ii “(i) the number equal to the number of months specified in clause 
(B) of paragraph (2), multiplied by 
"price (ii) twenty-five thirty-sixths of 1 per centum, and further multi- 
all be plied by 
“(iii) the excess of such wife’s or husband’s insurance benefit (as 
the case may be) prior to reduction under this subsection over the 
inning old-age insurance benefit prior to reduction under this subsection. 
titled “(4) In the case of any individual who is or was entitled to a wife’s or 
mont husband’s insurance benefit to which paragraph (2) is applicable and who, for 
yefire | | My month after the first month for which such individual is or was so entitled 
r any (but not for such first month or any earlier month) occurring before the month 
ttains in which such individual attains the age of sixty-five, is entitled to an old-age 
1e age insurance benefit, the amount of such old-age insurance benefit for any month 
prior to the month in which such individual attains the age of sixty-five shall, 
in lieu of the reduction provided in paragraph (1), be reduced by the sum of— 
mning “(A) an amount equal to the amount by which such wife’s or husband's 
led to (as the case may be) insurance benefit is reduced under paragraph (2) for 
nding such month (or, if such individual is not entitled to a wife’s or husband’s 
“idua! insurance benefit for such month, by an amount equal to the amount by 
riod which such benefit was reduced for the last month for which such individual 
idual was entitled to such a benefit), plus 
“(P) if the old-age insurance benefit for such month prior to reduction 
edding under this subsection exceeds such wife’s or husband’s (as the case may be) 
th in insurance benefit prior to reduction under this subsection, an amount equal 
livié - alte 
fit is “(i) the number equal to the number of months specified in clause 
rages (B) of paragraph (1), multiplied by 
cifiel “(ii) five-ninths of 1 per centum, and further multiplied by 
indi: “(iii) the excess of such old-age insurance benefit over such wife's 
ve in or husband’s (as the case may be) insurance benefit. 
‘dual “(5) In the case of any individual who is entitled to an old-age insurance 
at is} Yenefit for the month in which such individual attains the age of sixty-five or 


any month thereafter, such benefit for such month shall, if such individual was 
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also entitled to such benefit for any one or more months prior to the month in 
which such individual attained the age of sixty-five and such benefit for any 
prior month was reduced under paragraph (1) or (4), be reduced as Provided jp 
such paragraph, except that there shall be subtracted, from the number Specified 
in clause (B) of such paragraph— 

“(A) the number equal to the number of months for which such beneg 
was reduced under such paragraph, but for which such benefit was Subject 
to deductions under paragraph (1) or (2) of section 208(b), 

and except that, in the case of any such benefit reduced under paragraph (4), 
there also shall be subtracted from the number specified in clause (B) of par. 
graph (2), for the purpose of computing the amount referred to in clause (A) 
of paragraph (4)— 

“(B) the number equal to the number of months for which the wifes 
or husband’s (as the case may be) insurance benefit was reduced under 
such paragraph (2), but for which such benefit was subject to deduetions 
under paragraph (1) or (2) of section 203(b), under section 208(e), or 
under section 222(b), 

“(C) in case of a wife’s insurance benefit, the number equal to the num. 
ber of months occurring after the first month for which such benefit was 
reduced under paragraph (2) in which such individual had in her car 
(individually or jointly with the individual on whose wages and self-ep. 
ployment income such benefit is based) a child of such individual entithg 
to child's insurance benefits, and 

“(D) the number equal to the number of months for which such wifes 
or husband’s (as the case may be) insurance benefit was reduced under such 
paragraph (2), but in or after which such individual’s entitlement to wifes 
or husband's insurance benefits was terminated because such individual's 
spouse ceased to be under a disability, not including in such number of 
months any month after such termination in which such individual was 
entitled to wife’s or husband's insurance benefits. 

Such subtraction shall be made only if the total of such months specified ip 
clauses (A), (B), (C), and (D) of the preceding sentence is not less than three, 
For purposes of clauses (B) and (C) of this paragraph, the wife’s or husband's 
insurance benefit of an individual shall not be considered terminated for any 
reason prior to the month in which such individual attains the age of sixty-five. 

(6) In the case of any individual who is entitled to a wife’s or husband's 
insurance benefit for the month in which such individual attains the age of 
sixty-five or any month thereafter, such benefit for such month shall, if such 
individual was also entitled to such benefit for any one or more months prior 
to the month in which such individual attained the age of sixty-five and such 
benefit for any such prior month was reduced under paragraph (2) or (3), be 
reduced as provided in such paragraph, except that there shall be subtracted 
from the number specified in clause (B) of such paragraph 

“(A) the number equal to the number of months for which such benefit 
was reduced under such paragraph, but for which such benefit was subject 
to deductions under section 203(b) (1) or (2), under section 203(¢), or 
under section 222(b), 

“(B) in case of a wife’s insurance benefit, the number equal to the 
number of months, occurring after the first month for which such benefit 
was reduced under such paragraph, in which such individual had in her 
care (individually or jointly with the individual on whose wages and self- 
employment income such benefit is based) a child of such individual entitled 
to child’s insurance benefits, and 

“(C) the number equal to the number of months for which such wife’ 
or husband’s (as the case may be) insurance benefit was reduced under 
such paragraph, but in or after which such individual's entitlement 
wife’s or husband’s insurance benefits was terminated because such ind: 
vidual’s spouse ceased to be under a disability, not including in such num 
ber of months any month after such termination in which such individual 
was entitled to wife’s or husband’s insurance benefits, 

and except that, in the case of any such benefit reduced under paragraph (3), 
there also shall be subtracted from the number specified in clause (B) of part 
graph (1), for the purpose of computing the amount referred to in clause (A) of 
paragraph (3)— 

“(D) the number equal to the number of months for which the old-age 
insurance benefit was reducel under such paragraph (1) but for whieh 
such benefit was subject to deductions under paragraph (1) or (2) of 
section 203(b). 
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guch subtraction shall be made only if the total of such months specified in 
dauses (A), (B), (C), and (D) of the preceding sentence is not less than 





“(7) In the case of an individual who is entitied to an old-age insurance 
ienefit to which paragraph (5) is applicable and who, for the month in which 
geh individual attains the age of sixty-five (but not for any prior month) or 
for any later month, is entitled to a wife’s or husband’s insurance benefit, the 
qount of such wife’s or husband’s insurance benefit for any month shall be 
reduced by an amount equal to the amount by which the old-age insurance benefit 
isreduced under paragraph (5) for such month. 

“(8) In the case of an individual who is or was entitled to a wife’s or 
husband’s insurance benefit to which paragraph (2) was applicable and who, 
for the month in which such individual attains the age of sixty-five (but not 
for any prior month) or for any later month, is entitled to an old-age insur- 
ance benefit, the amount of such old-age insurance benefit for any month shall be 
reduced by an amount equal to the amount by which the wife’s or husband’s (as 
the case may be) insurance benefit is reduced under paragraph (6) for such 
month (or, if such individual is not entitled to a wife’s or husband’s insurance 
penefit for such month, by (i) an amount equal to the amount by which such 
penefit for the last month for which such individual was entitled thereto was 
reduced, or (ii) if smaller, an amount equal to the amount by which such 
benefit would have been reduced under paragraph (6) for the month in which 
such individual attained the age of sixty-five if entitlement to such benefit had 
nt terminated before such month). 

“(9) The preceding paragraphs shall be applied to old-age insurance benefits, 
wife’s insurance benefits, and husband’s insurance benefits after reduction under 
section 203(a) and application of section 215(g). If the amount of any reduc- 
tion computed under paragraph (1), under paragraph (2), under clause (A) 
ow cause (B) of paragraph (3), or under clause (A) or clause (B) of para- 
graph (4) is not a multiple of $0.10, it shall be reduced to the next lower multiple 
of $0.10. 

























“Presumed Filing of Application by Individual Eligible for Old-Age and Wife’s 
or Husband’s Insurance Benefits 










“(r) Any individual who becomes entitled to an old-age insurance benefit 
for any month prior to the month in which such individual attains the age of 
sixty-five and who is eligible for a wife’s or husband’s insurance benefit for the 
same month shall be deemed to have filed an application in such month for 
wife’s or husband’s (as the case may be) insurance benefits. Any individual 
who becomes entitled to a wife’s or husband’s insurance benefit for any month 
prior to the month in which such individual attains the age of sixty-five and 
who is eligible for an old-age insurance benefit for the same month shall be 
deemed, unless (in the case of an individual entitled to wife’s insurance benefits) 
such individual has in such month in her care (individually or jontly with the 
individual on whose wages and self-employment income her wife’s insurance 
benefits are based) a chid entitled to child’s insurance benefits on the basis of 
sich wages and self-employment income, to have filed an application in such 
month for old-age insurance benefits. For purposes of this subsection an 
individual shall be deemed eligible for a benefit for a month if, upon filing applica- 
tion therefor in such month, such individual would have been entitled to such 
benefit for such month. 




















“Disability Insurance Beneficiary 








“(s)(1) If any individual becomes entitled to a widow’s insurance benefit, 
Widower’s insurance benefit, or parent’s insurance benefit for a month before 
the month in which such individual attains the age of sixty-five, or becomes 
entitled to an old-age insurance benefit, wife’s insurance benefit, or husband's 
insurance benefit for a month before the month in which such individual attains 
the age of sixty-five which is reduced under the provisions of subsection (q), 
such individual may not thereafter become entitled to disability insurance bene- 
fits under this title. 

“(2) If an individual would, but for the provisions of subsection (k) (2) (B), 
be entitled for any month to a disability insurance benefit and to a wife's or 
husband's insurance benefit, subsection (q) shall be applicable to such wife's 
or husband’s insurance benefit (as the case may be) for such month only to the 
extent it exceeds such disability insurance benefit for such month. 
















474 SOCIAL SECURITY AMENDMENTS OF 1960 


“(3) The entitlement of any individual to disability insurance benfits shalj 
terminate with the month before the month in which such individual becomes 
entitled to old-age insurance benetits.” 

(c) So much of such section 202(b) (1) as follows clause (C) is amended by 
striking out “she becomes entitled to an old-age or disability insurance beneg 
based on a primary insurance amount which is equal to or exceeds one-half 
an old-age or disability insurance benefit of her husband,”. 

(d) (1) Clause (D) of subsection (c)(1) of such section 202 is amended by 
striking out “or he becomes entitled to an old-age or disability insurance benef; 
equal to or exceeding one-half of the primary insurance amount of his wife”, 

2) Subsection (c) (3) of such section 202 is amended by striking out “Syne” 
and inserting in lieu thereof “Except as provided in subsection (q), such”, 

(e) Subsection 202(j) (3) of such Act is amended to read as follows: 

“(3) Notwithstanding the provisions of paragraph (1), an individual may, a 
his option, waive entitlement to old-age insurance benefits, wife’s insurance bene 
fits, or husband’s insurance benefits for any one or more consecutive months 
which occur— 

“(A) after the month before the month in which such individual attains 
retirement age, 

“(B) prior to the month in which such individual attains the age of 
sixty-five, and 

“(C) prior to the month in which such individual files application for 
such benefits ; 

and, in such case, such individual shall not be considered as entitled to such 
benefits for any such month or months before he filed such application. An in. 
dividual shall be deemed to have waived such entitlement for any such month 
for which such benefit would, under the second sentence of paragraph (1), be 
reduced to zero.” 

(f) Section 3121(a)(9) of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“(9) any payment (other than vacation or sick pay) made to an employee 
after the month in which he attains the age of 62, if such employee did not 
work for the employer in the period for which such payment is made; or’. 

(g)(1) The amendment made by subsection (a) shall apply only in the case 
of lump-sum death payments under section 202(i) of the Social Security Act 
with respect to deaths occurring after October 1960, and in the case of monthly 
benefits under title II of such Act for months after October 1960 on the basis 
of applications filed after the date of enactment of this Act. 

(2) For purposes of section 215(b)(3)(B) of the Social Security Act (but 
subject to paragraph (1) of this subsection )— 

(A) a man who attains the age of sixty-two prior to November 1960 and 
who was not eligible for old-age insurance benefits under section 202 of such 
Act (as in effect prior to the enactment of this Act) for any month prior to 
November 1960 shall be deemed to have attained the age of sixty-two in 
1960 or, if earlier, the year in which he died; 

(B) an individual shall not, by reason of the amendment made by sub 
section (a), be deemed to be a fully insured individual before November 
1960 or the month in which he died, whichever month is the earlier; and 

(C) the amendment made by subsection (a) shall not be applicable in 
the case of any individual who was eligible for old-age insurance benefits 
under such section 202 for any month prior to November 1960. 

An individual shall, for purposes of this paragraph, be deemed eligible for old- 
age insurance benefits under section 202 of the Social Security Act for any 
month if he was or would have been, upon filing application therefor in such 
month, entitled to such benefits for such month. 

(3) For purposes of section 209(i) of such Act, the amendment made by 
subsection (a) shall apply only with respect to remuneration paid after 
October 1960. 

(h)(1) The amendments made by subsections (b). through (e) shall take 
effect November 1, 1960, and shall be applicable with respect to monthly benefits 
under title II of the Social Security Act for months after October 1960. 

(2) The amendment made by subsection (f) shall be effective with respect 
to remuneration paid after October 1960. 
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1. AMPNDMENT 6-24-60-O—INTRODUCED BY SENATOR BYRD OF WEST 
VIRGINIA 







Starr ANALYSIS 







Provides option of earlier retirement for men at age 62 (now 65) and for 
women at age 60 (now 62) with an actuarial reduction for all people except 
widows who could qualify for full benefits at age 60 (now 62). The actuarial 
reduction for workers (five-ninths of 1 percent for each month prior to age 65) 
would be 80 percent of the full benefit payable at age 65 for men retiring at 
age 62, and 6634 percent of the full benefit for women retiring at age 60. 

The actuarial reduction for a wife (twenty-five thirty-sixths of 1 percent for 
each month prior to age 65) would at age 60, be 5814 percent of the benefit 

ple to her at age 65. (Wives can now apply at age 62 with 75 percent 

their full benefit. ) 
Cost.—0.25 percent of payroll on a level premium basis. 
Financing.—No tax increase provided to cover added cost to the program. 











Yews OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6-26-60—-N AND AMENDMENT 6-26-60—O 






See joint report on page 469. 






TExtT OF AMENDMENT 6—24—60—-O 





Intended to be proposed by Mr. Byrp of West Virginia to the bill (H.R. 12580), 
viz: On page 80, between lines 3 and 4, insert the following new section: 


Sec. 211. (a) Section 216(a) of the Social Security Act is amended to read as 
follows : 







“Retirement Age 










“(a) The term ‘retirement age’ means 
“(1) in the case of a man, age sixty-two or 
“(2) in the case of a woman, age sixty.” 
(b) Subsections (q), (r), and (s) of section 202 of such Act are amended to 
read as follows: 








“Adjustment of Old-Age, Wife’s, and Husband’s Insurance Benefit Amounts in 
Accordance With Age of Beneficiary 





“(q)(1) The old-age insurance benefit of any individual for any month prior 
to the month in which such individual attains the age of sixty-five shall be 
reduced by— 

“(A) five-ninths of 1 per centum, multiplied by 

“(B) the number equal to the number of months in the period beginning 
with the first day of the first month for which such individual is entitled to 
an old-age insurance benefit and ending with the last day of the month 
before the month in which such individual would attain the age of sixty-five. 

“(2) The wife’s or husband’s insurance benefit of any individual for any 
month after the month preceding the month in which such individual attains 
retirement age and prior to the month in which such individual attains the age 
of sixty-five shall be reduced by 

“(A) twenty-five thirty-sixths of 1 per centum, multiplied by 
“(B) the number equal to the number of months in the period beginning 
with the first day of the first month for which such individual is entitled 
to such wife’s or husband’s (as the case may be) insurance benefit and 
ending with the last day of the month before the month in which such 
individual would attain the age of sixty-five, except that in no event shall 
such period start earlier than the first day of the month in which such indi- 
vidual attains retirement age. 
In the case of an individual entitled to wife’s insurance benefits, the preceding 
Provisions of this paragraph shall not apply to the benefit for any month in 
Which such individual has in her care (individually or jointly with the individual 
on whose wages and self-employment income her wife’s insurance benefit is 
based) a child entitled to child’s insurance benefits on the basis of such wages 
and self-employment income. With respect to any month in the period specified 
m clause (B) of the first sentence of this paragraph, if (in the case of an in- 
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dividual entitled to wife’s insurance benefits) such individual does not hayp 
such month such a child in her care (individually or jointly with the individu} 
on whose wages and self-employment income her wife’s insurance benefit jy 
based), she shall be deemed to have such a child in her care in such month f 
the purposes of the preceding sentence unless there is in effect for such pe 
a certificate filed by her with the Secretary, in accordance with regulations 
prescribed by him, in which she elects to receive wife’s insurance benefits re 
duced as provided in this subsection. Any certificate filed pursuant to the pre 
ceding sentence shall be effective for purposes of such sentence— 
“(i) for the month in which it is filed, and for any month thereafter 
in such month she doés not have such a child in her care (individually o 
jointly with the individual on whose wages and self-employment incom 
her wife’s insurance benefit is based), and 
“(ii) for the period of one or more consecutive months (not exe 
twelve) immediately preceding the month in which such certificate is fijg 
which is designated by her (not inclading as part of such period any month 
in which she had such a child in her care (individually or jointly with th 
individual on whose wages and self-employment income her wife’s insurane 
benefit is based) ). 
If such a certificate is filed, the period referred to in clause (B) of the firg 
sentence of this paragraph shall commence with the first day of the first month 
(i) for which such individual is entitled to a wife’s insurance benefit, (ii) whic 
occurs after the month preceding the month in which she attains retirement age 
and (iii) for which such certificate is effective. 

(3) In the case of any individual who is entitled to an old-age insurane 
benefit to which paragraph (1) is applicable and who, for the first month fo 
which such individual is so entitled (but not for any prior month) or for any 
later month occurring before the month in which such individual attains th 
age of sixty-five, is entitled to a wife’s or husband's insurance benefit to whid 
paragraph (2) is applicable, the amount of such wife’s or husband’s insurane 
benefit for any month prior to the month in which such individual attains th 
age of sixty-five shall, in lieu of the reduction provided in paragraph (2), 
reduced by the sum of— 

*“(A) an amount equal to the amount by which such old-age insurane 
benefit for such month is reduced under paragraph (1), plus 
“(B) an amount equal to— 
“(i) the number equal to the number of months specified in clause (B) 
of paragraph (2), multiplied by 
“(ii) twenty-five thirty-sixths of 1 per centum, and further multiplied 
by 
“(iii) the excess of such wife's or husband’s insurance benefit (as th 
ease may be) prior to reduction under this subsection over the old-ag 
insurance benefit prior to reduction under this subsection. 

“(4) In the case of any individual who is or was entitled to a wife’s or hu 
band’s insurance benefit to which paragraph (2) is applicable and who, for any 
month after the first month for which such individual is or was so entitled (but 
not for such first month or any earlier month) occurring before the month i 
which such individual attains the age of sixty-five, is entitled to an old-age insur 
ance benefit, the amount of such old-age insurance benefit for any month prio 
to the month in which such individual attains the age of sixty-five shall, in lie 
of the reduction provided in paragraph (1), be reduced by the sum of— 

“(A) an amount equal to the amount by which such wife's or husbands 
(as the case may be) insurance benefit is reduced under paragraph (2 
for such month (or, if such individual is not entitled to a wife’s or hu 
band’s insurance benefit for such month, by an amount equal to the amount 
by which such benefit was reduced for the last month for which such 
individual was entitled to such a benefit), plus 

“(P) if the old-age insurance benefit for such month prior to reduetia 
under this subsection exceeds such wife’s or husband’s (as the case may be) 
insurance benefit prior to reduction under this subsection, an amoui 
equal to— 

“(i) the number equal to the number of months specified in clau® 
(B) of paragraph (1), multiplied by 

“(ii) five-ninths of 1 per centum, and further multiplied by 

“(iil) the excess of such old-age insurance benefit over such wilt’ 
or husband’s (as the case may be) insurance benefit. 
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«(5) In the case of any individual who is entitled to an old-age insurance 
penefit for the month in which such individual attains the age of sixty-five 
gr any month thereafter, such benefit for such month shall, if such individual 
was also entitled to such benefit for any one or more months prior to the month 
jp which such individual attained the age of sixty-five and such benefit for any 
ach prior month was reduced under paragraph (1) or (4), be reduced as 

vided in such paragraph, except that there shall be subtracted, from the 
pumber specified in clause (B) of such paragraph— 

“(A) the number equal to the number of months for which such benefit 
was reduced under such paragraph, but for which such benefit was subject 
to deductions under paragraph (1) or (2) of section 208 (b), 

and except that, in the case of any such benefit reduced under paragraph (4), 
there also shall be subtracted from the number specified in clause (B) of para- 
graph (2), for the purpose of computing the amount referred to in clause 
(A) of paragraph (4)— 

“(B) the number equal to the number of months for which the wife’s 
or husband’s (as the case may be) insurance benefit was reduced under 
such paragraph (2), but for which such benefit was subject to deductions 
under paragraph (1) or (2) of section 208(b), under section 203(c), or 
under section 222(b), 

“(C) in case of a wife’s insurance benefit, the number equal to the num- 
ber of months occurring after the first month for which such benefit was 
reduced under paragraph (2) in which such individual had in her care 
(individually or jointly with the individual on whose wages and self- 
employment income such benefit is based) a child of such individual en- 
titled to child’s insurance benefits, and 

“(D) the number equal to the number of months for which such wife’s 
or husband’s (as the case may be) insurance benefit was reduced under 
such paragraph (2); but in or after which such individual’s entitlement 
to wife’s or husband’s insurance benefits was terminated because such 
individual's spouse ceased to be under a disability, not including in such 
number of months any month after such termination in which such individ- 
ual was entitled to wife’s or husband’s insurance benefits. 

Such subtraction shall be made only if the total of such months specified in 
causes (A), (B), (C), and (D) of the preceding sentence is not less than 
three. For purposes of clauses (B) and (C) of this paragraph, the wife’s or 
husband’s insurance benefit of an individual shall not be considered terminated 
for any reason prior to the month in which such individual attains the age 
of sixty-five. 

“(6) In the case of any individual who is entitled to a wife’s or husband’s 
insurance benefit for the month in which such individual attains the age of 
sixty-five or any month thereafter, such benefits for such month shall, if such 
individual was also entitled to such benefit for any one or more months prior 
to the month in which such individual attained the age of sixty-five and such 
benefit for any such prior month was reduced under paragraph (2) or (3), be 
reduced as provided in such paragraph, except that there shall be subtracted 
from the number specified in clause (B) of such paragraph 

“(A) the number equal to the number of months for which such bene- 
fit was reduced under such paragraph, but for which such benefit was sub- 
ject to deductions under section 203(b) (1) or (2), under section 203 (c), 
or under section 222 (b), 

“(B) in the case of a wife’s insurance benefit, the number equal to the 
number of months, occurring after the first month for which such bene- 
fit was reduced under such paragraph, in which such individual had in her 
care (individually or jointly with the individual on whose wages and self- 
employment income such benefit is based) a child of such individual entitled 
to child’s insurance benefits, and 

“(C) the number equal to the number of months for which such wife’s 
or husband’s (as the case may be) insurance benefit was reduced under 
such paragraph, but in or after which such individual's entitlement to wife’s 
or husband's insurance benefits was terminated because such individual’s 
spouse ceased to be under a disability, not including in such number of 
months any month after such termination in which such individual was 

entitled to wife’s or husband's insurance benefits, 
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and except that, in the case of any such benefit reduced under paragraph (3) 
there also shall be subtracted from the number specified in clause (B) of para. 
graph (1), for the purpose of computing the amount referred to in clause (A) 
of paragraph (3)— 
“(D) the number equal to the number of months for which the old- 
age insurance benefit was reduced under such paragraph (1) but for which 
such benefit was subject to deductions under paragraph (1) or (2) Of gee. 
tion 203(b). 
Such subtraction shall be made only if the total of such months specified jp 
clauses (A), (B), (C), and (D) of the preceding sentence is not less than 
three. 

“(7) In the case of an individual who is entitled to an old-age insurance bene 
fit to which paragraph (5) is applicable and who, for the month in whieh such 
individual attains the age of sixty-five (but not for any prior month) or for any 
later month, is entitled to a wife’s or husband’s insurance benefit the amount of 
such wife’s or husband's insurance benefit for any month shall be reduced by any 
amount equal to the amount by which the old-age insurance benefit is reduced 
under paragraph (5) for such month. 

“(8) In the case of an individual who is or was entitled to a wife’s or bys 
band’s insurance benefit to which paragraph (2) was applicable and who, for 
the month in which such individual attains the age of sixty-five (but not for any 
prior month) or for any later month, is entitled to an old-age insurance benefit, 
the amount of such old-age insurance benefit for any month shall be reduced by 
an amount equal to the amount by which the wife’s or husband’s (as the cage 
may be) insurance benefit is reduced under paragraph (6) for such month (or, 
if such individual is not entitled to a wife’s or husband's insurance benefit for 
such month, by (i) an amount equal to the amount by which such benefit for 
the last month for which such individual was entitled thereto was reduced, or 
(ii) if smaller, an amount equal to the amount by which such benefit would haye 
been reduced under paragraph (6) for the month in which such individual at. 
tained the age of sixty-five if entitlement to such benefit had not terminated 
before such month). 

“(9) The preceding paragraphs shall be applied to old-age insurance benefits, 
wife’s insurance benefits, and husband’s insurance benefits after reduction under 
section 208(a) and application of section 215(g). If the amount of any reduce 
tion computed under paragraph (1), under paragraph (2), under clause (A) or 
clause (B) of paragraph (3), or under clause (A) or clause (B) of paragraph 
(4) is not a multiple of $0.10, it shall be reduced to the next lower multiple of 
$0.10. 


“Presumed Filing of Application by Individual Eligible for Old-Age and Wife's 
or Husband’s Insurance Benefits 


“(r) Any individual who becomes entitled to an old-age insurance benefit for 
any month prior to the month in which such individual attains the age of sixty. 
five and who is eligible for a wife’s or husband's insurance benefit for the same 
month shall be deemed to have filed an application in such month for wife’s or 
husband’s (as the case may be) insurance benefits. Any individual who becomes 
entitled to a wife’s or husband’s insurance benefit for any month prior to the 
month in which such individual attains the age of sixty-five and who is eligible 
for an old-age insurance benefit for the same month shall be deemed, unless 
(in the ease of an individual entitled to wife’s insurance benefits) such individual 
has in such month in her care (individually or jointly with the individual 
whose wages and self-employment income her wife’s insurance benefits are based) 
a child entitled to child’s insurance benefits on the basis of such wages and 
self-employment income, to have filed an application in such month for old-age 
insurance benefits. For purposes of this subsection an individual shall & 
deemed eligible for a benefit for a month if, upon filing application therefor in 
such month, such individual would have been entitled to such benefit for such 
month, 

“Disability Insurance Beneficiary 


“(s)(1) If any individual becomes entitled to a widow’s insurance benefit, 
widower’s insurance benefit, or parent’s insurance benefit for a month before the 
month in which such individual attains the age of sixty-five, of becomes entitled 
to an old-age insurance benefit wife’s insurance benefit, or husband’s insurance 
benefit for a month before the month in which such individual attains the aged 
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sixty-five which is reduced under the provisions of subsection (q), such individual 
may not thereafter become entitled to disability insurance benefits under this 


mo) If an indivdual would, but for the provisions of subsection (k) (2)(B), 
je entitled for any month to a disability insurance benefit and to a wife’s or 
hosband’s insurance benefit, subsection (q) shall be applicable to such wife’s or 
pusband’s insurance benefit (as the case may be) for such month only to the 
extent it exceeds such disability insurance benefit for such month. 

“(8) The entitlement of any individual to disability insurance benefits shall 
terminate with the month before the month in which such individual becomes 
entitled to old-age insurance benefits.” 

(ec) So much of such section 202(b) (1) as follows clause (C) is amended by 
striking out “she becomes entitled to an old-age or disability insurance benefit 
based on & primary insurance amount which is equal to or exceeds one-half of an 
gld-age or disability insurance benefit of her husband,”’. 

(d)(1) Clause (D) of subsection (c)(1) of such section 202 is amended by 
striking out “or he becomes entitled to an old-age or disability insurance benefit 
qqual to or exceeding one-half of the primary insurance amount of his wife,”. 

(2) Subsection (c) (3) of such section 202 is amended by striking out “Such” 
and inserting in lieu thereof ‘Except as provided in subsection (q), such’. 

(e) Subsection 202(j) (3) of such Act is amended to read as follows: 

“(3) Notwithstanding the provisions of paragraph (1), an individual may, at 
his option, waive entitlement to old-age insurance benefits, wife’s insurance 
benefits, or husband’s insurance benefits for any one or more consecutive months 
which occur- 

“(A) after the month before the month in which such individual attains 
retirement age, 

“(B) prior to the month in which such individual attains the age of 
sixty-five, and 

“(C) prior to the month in which such individual files application for such 
benefits ; 

and, in such case, such individual shall not be considered as entitled to such 
benefits for any such month or months before he filed such application. An 
individual shall be deemed to have waived such entitlement for any such month 
for which such benefit would, under the second sentence of paragraph (1), be 
reduced to zero.” 

(f) Section 3121(a) (9) of the Internal Revenue Code of 1954, is amended by 
striking out “65” and inserting in lieu thereof “62”, and by striking out “62” and 
inserting in lieu thereof ‘‘60”’. 

(g)(1) The amendment made by subsection (a) shall apply only in the case 
of lump-sum death payments under section 202(i) of the Social Security Act 
with respect to deaths occurring after October 1960, and in the case of monthly 
benefits under title II of such Act for months after October 1960 on the basis 
of applications filed after the date of enactment of this Act. 

(2) For purposes of section 215(b)(38)(B) of the Social Security Act (but 
subject to paragraph (1) of this subsection)— 

(A) (i) a woman who attains the age of sixty prior to November 1960 
and who was not eligible for old-age insurance benefits under section 202 
of such Act (as in effect prior to the enactment of this Act) for any month 
prior to November 1960 shall be deemed to have attained the age of sixty 
in 1960 or, if earlier, the year in which she died; and 

(ii) a man who attains the age of sixty-two prior to November 1960 
and who was not eligible for old-age insurance benefits under section 202 
of such Act (as in effect prior to the enactment of this Act) for any month 
prior to November 1960 shall be deemed to have attained the age of sixty-two 
in 1960, or, if earlier, the year in which he died ; 

(B) an individual shall not, by reason of the amendment made by sub- 
section (a), be deemed to be a fully insured individual before November 
1960 or the month in which he died, whichever month is the earlier; and 

(C) the amendment made by subsection (a) shall not be applicable in 
the case of any individual who was eligible for old-age insurance benefits 
under such section 202 for any month prior to November 1960, 

An individual shall, for purposes of this paragraph, be deemed eligible for old-age 
insurance benefits under section 202 of the Social Security Act for any month 
if he was or would have been, upon filing application therefor in such month, 
entitled to such benefits for such month, 
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(3) For purposes of section 209(i) of such Act, the amendment made pp 
subsection (a) shall apply only with respect to remuneration paid after October 
1960. 

(h)(1) The amendments made by subsections (b) through (e€) shall take 
effect November 1, 1960, and shall be applicable with respect to monthly benefits 
under title II of the Social Security Act for months after October 1960, 

(2) The amendment made by subsection (f) shall be effective with regpeg 
to remuneration paid after October 1960. 








8. AMENDMENT 6-27-60-A—INTRODUCED BY SENATOR KEATING 
(IDENTICAL TO THE FOLLOWING AMENDMENTS: NO. 13, 6-27-6014, 
INTRODUCED BY SENATOR SCHOEPPEL; No. 16, 6-28-60-C, INTRO. 
DUCED BY SENATOR HUMPHR"®Y; AND NO. 24, 6-29-60-X, INTRO. 
DUCED BY SENATOR HARTKE) 





STAFF ANALYSIS 


Increases the social security earnings limitation from $1,200 to $1,800 pe 
year. 
Cost. 
basis. 
Financing.—No tax increase provided to cover added cost to program. 





$616 million per year, or 0.19 percent of payroll, on a level premium 













Views OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON FOLLOWING 
AMENDMENTS: No. 8, 6-27-60—A: No. 9, 6-27-60-B; No. 10, 6-27-60-E : No, 13, 
6—-27-60-I; No. 16, 6—-28—60-C; No. 21, 6-29-G0-AA: No. 22, 6-29-60-BB: No, 
24, 6-29-60—-X ; No. 25, 629-60-Y: No. 26, 6—-29-60-Z 
















The Department of Health, Education, and Welfare believes that the retire. 
ment test in the old-age and survivors insurance program is necessary in order 
to assure that the funds of the program will be employed for socially useful 
purposes. As indicated in our report of February 11, 1960, on S. 348, 8. 453, 
and S. 1168, elimination of the test would substantially increase the cost of the 
program and the additional cost would be incurred chiefly as a result of paying 
full benefits to people who are fully employed at relatively high earnings. If 
the retirement test were abolished, the cost of the old-age and survivors insur 
ance program would be increased (on an intermediate-cost basis) by about 1 
percent of payroll. The Department is therefore strongly in favor of retaining 
the retirement test in the old-age and survivors insurance program. Moreover, 
as stated in our report of July 29, 1959, on S. 108, S. 248, S. 482, S. 565, S. 688, 
S. 679, and S. 1288, we believe that the present exemption of $1,200 is preferable 
to the higher exemption proposed by the various amendments to H.R. 12580 
here reported on. 

An increase in the amount of earnings exempt under the earnings test would 
not help the great majority of old-age and survivors insurance beneficiaries, 
who are either unable to work or cannot find jobs. Moreover, it would not 
contribute at all to a solution to the basic problems involved in the retirement 
test. Yet, if the exempt amount were raised, the cost of the old-age and 
survivors insurance program would be significantly increased. For example, 
the estimated level-premium cost of increasing the exempt amount to $1,800, 
without other change in the present law, would be 0.19 percent of payroll on an 
intermediate-cost basis. The increase in cost would of course be even higher 
if the exempt amount were raised to a higher amount than $1,800, as proposed 
in some of the amendments here commented on. 

The Department of Health, Education, and Welfare recommends against en 
actment of the proposed amendments. 




















TEXT OF AMENDMENT 6~-27-60—-A 





Intended to be proposed by Mr. KEATING to the bill (H.R. 12580), viz: On page 
80, between lines 3 and 4, insert the following new section : 
Sec. 211. (a) (1) Paragraphs (1) and (2) of subsection (e) of section 208 
of the Social Security Act are amended by striking out “$1,200” wherever it 
appears therein and inserting in lieu thereof “$1,800”, and (2) such paragraphs 
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and paragraph (1) of subsection (g) of such section are amended by striking out 
“$100 times’ wherever it appears therein and inserting in lieu thereof “$150 
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9 


times. : : 5 
(hb) The amendments made by subsection (a) shall be effective, in the case of 


any individual, with respect to taxable years of such individual ending after 


1960. 














9 AMENDMENT 6-27-60-B—INTRODUCED BY SENATOR KEATING 
(IDENTICAL TO NO. 22, 6-29-60-BB. INTRODUCED BY SENATOR 
HARTKE) 


STAFF ANALYSIS 


Eliminates the social security earnings limitation (now $1,200 per year). 
Cost.—$3.241 billion per year or 1.0 percent of payroll or a level premium basis. 


Financing.—No tax increase provided for additional cost of the program. 











DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMEND- 
MENT 6—-27-60-B 


VIEWS OF 


See joint report on page 480. 


TEXT OF AMENDMENT 6—27-60-B 


Intended to be proposed by Mr. KEATING to the bill (H.R. 12580), viz: 


On page 27, line 17, strike out “(A)”. 
On page 27, line 22, strike out “(B)” and insert in lieu thereof “(2)”. 
On page 28, line 1, strike out “(2)”, and insert in lieu thereof “(b)”. 
On page 28, beginning with line 7, strike out all through line 14. 
On page 42, line 13, strike out “subsection (a)” and insert in lieu thereof 
“subsections (a) and (b)”. 
On page 80, between lines 3 and 4, insert the following new section: 


“ELIMINATION OF DEDUCTIONS FROM BENEFITS ON ACCOUNT OF WORK 


“Sec. 211. (a) Subsections (c), (e), (g), (j), and (k) of section 208 of the 
Social Security Act are repealed. 

“(b) Subsection (b) of such section 208 is amended by (1) striking out ‘Work 
or’ in the heading, and (2) striking out paragraphs (1) and (2) thereof. 

“(c)(1) The first sentence of subsection (d) of such section 203 is amended 
by striking out ‘subsections (b) and (e)’ and inserting in lieu thereof ‘subsection 
(b)’. 

“(2) The second sentence of such subsection (d) is repealed. 

“(d) Subsection (f) of such section 203 (as amended by section 209(a) of 
this Act) is amended by striking out ‘(other than an event specified in subsection 
(b)(1))’. 

“(e) Paragraph (1) of subsection (h) of such section 203 is amended by 
striking out ‘, (f), or (g)’ and inserting in lieu thereof ‘, or (f)’. 

“(f) Subsection (1) of such section 208 is amended by striking out ‘or 
(g)’. 

“(g) Paragraph (1) of subsection (n) of section 202 of the Social Security 
Act is amended by striking out ‘section 208 (b) and (c)’ and inserting in lieu 
thereof ‘section 208(b)’. 

“(h) Paragraph (7) of subsection (t) of section 202 of the Social Security 
Act is amended by striking out ‘subsections (b) and (c)’ and inserting in lieu 
thereof ‘subsection (b)’. 

“(i) The amendments made by this section shall apply only with respect to 
monthly benefits payable under title II of the Social Security Act for months 
beginning after the month in which this Act is enacted.” 
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10. AMENDMENT 6-—-27-60-E—INTRODUCED BY SENATOR JAVITS (IDEN. 
TICAL WITH AMENDMENT 25, 6—-29-60-Y, INTRODUCED BY SENATOR 
HARTKE) 

STAFF ANALYSIS 


Increases the social security earnings limitation from $1,200 to $2,400 per 
year. 

Cost.—$1.33 billion per year, or 0.41 percent of payroll, on a level premiyn 
basis. 

Financing.—No tax increase provided for additional cost of the program. 


VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON 
AMENDMENT 6-—27-60—-E 


See joint report on page 480. 


TEexT OF AMENDMENT 6—27-60-E 


Intended to be proposed by Mr. Javits to the bill (H.R. 12580), viz: On page 
80, between lines 3 and 4, insert the following new section: 

Sec. 211. (a) (1) Paragraphs (1) and (2) of subsection (e) of section 208 of 
the Social Security Act are amended by striking out “$1,200” wherever it ap 
pears therein and inserting in lieu thereof “$2,400”, and (2) such paragraphs 
and paragraph (1) of subsection (g) of such section are amended by striking 
out “$100 times” wherever it appears therein and inserting in lieu thereof “$209 
times”’. 

(b) The amendments made by subsection (a) shall be effective, in the case of 


any individual, with respect to taxable years of such individual ending after 
1960. 


11. AMENDMENT 6-27-60—-F—INTRODUCED BY SENATOR MORSE (IN 
NATURE OF SUBSTITUTE FOR TITLE VI OF H.R. 12580)-—IDENTICAL 
TO SENATOR MORSE'S BILL 8S. 881, AND CONGRESSMAN FORAND'S 
BILL H.R. 4700 

STAFF ANALYSIS 


Eligibility.—Individuals who are eligible to receive, but not necessarily re 
ceiving social security old-age and survivors benefits (including dependents) 
would be entitled to health benefits. 

Benefits.— 

1. Hospital services—60 days per year. 

2. Nursing home services—120 days per year (less days of hospitalization), 

3. Surgical services—no limit. 

Cost.—$2.56 billion per year, or 0.79 percent of payroll on a level premium 
basis; $1.11 billion per year, or 0.53 percent of payroll on an early year basis. 

Financing.—Benefits would be payable out of the old-age and survivors in- 
surance trust fund and would be financed by an increase in the contribution 
rate on both employer and employee of one-fourth of 1 percent and on the self- 
employed of three-eighths of 1 percent, beginning in 1961. 

Nore.—The revenues derived from the tax increases provided in amend- 
ment would amount to only 0.50 percent of payroll on a level premium basis; 
thus the amendment is underfinanced. 


VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6—27—60-F INCLUDED IN FOLLOWING JOINT REPORT 


The Department of Health, Education, and Welfare would recommend against 
adoption of each of the following four amendments: Amendment No. 1, 6-24 
60-C (Mr. McNamara), Amendment No. 11, 6-27-60-F (Mr. Morse), Amend- 
ment No. 20, 6-28-60-G (Mr. Humphrey), and Amendment No. 27, 6-30-60-E 
(Mr. Anderson). Each of these bills proposes to amend title VI of H.R, 12580 
to add health insurance benefits to the existing Federal old-age, survivors, and 
disability insurance system. The reasons for this recommendation are as fol- 
lows: 
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1. The proposed extension of the existing old-age, survivors, and disability 
jpsurance system to encompass health insurance would make such insurance 
compulsory and would not be pinpointed to the need for aid in meeting the 
cst of medical services. Under this approach, the individual would have no 
opportunity to determine for himself the particular pattern for meeting the 
threat of large medical expenses that best suit his own needs and desires. In 
addition, by compulsorily extending health benefits to aged persons eligible 
for old-age, survivors, and disability insurance, many persons would be in- 
duded who have the resources and the opportunity to obtain protection against 
long-term or other expensive illnesses without Government help. 

9 These amendments would establish an exclusively Federal program. This 
administration has consistently endeavored, however, to strengthen our sys- 
tem of government by encouraging State and local governments to assume re- 
sponsibility for the many public needs which can be met through Federal-State 
partnership and by supporting programs to stimulate greater State and local 
effort in areas of critical national concern. Health care for the aged is an 
area of activity admirably suited to such a sharing of responsibility. In addi- 
tion to bolstering the underlying cooperative foundation of our Federal system, 
with governmental powers divided between State and Nation, Federal-State 
partnership places the control over daily program operations at the level of 
Government closest to the persons affected by the program. Thus, an indi- 
yidual’s needs may be more immediately and effectively reflected in the current 
operations and the development of the program. 

8. The approach proposed in the amendments would constitute a serious 
threat to the orderly development of present retirement, survivorship, and dis- 
ability benefit features of the social security system. 

The payroll tax for old-age, survivors, and disability insurance is already 
scheduled ultimately to be 414 percent each on employees and employers and 
6% percent on the self-employed. Further liberalization in retirement, sur- 
vivorship, and disability benefits may call for additional revenues, which can 
only come from increases in the payroll tax or increases in the earnings base, 
or both. If health insurance as envisaged in these amendments were to be 
added to the system, the payroll tax would need to be increased by a total of one- 
half to 1 percent. As in the case of cash benefits, there would undoubtedly be 
insistent demands for improving the medical benefits beyond those which can 
be financed by the tax increase for medical benefit purposes. Increases in both 
health and cash benefits would place the retirement, survivorship, and disability 
portions of the system in competition with the health benefits for available funds, 
since the revenue possibilities from a payroll tax are not limitless. 

It is therefore far better to reserve the payroll tax for the retirement, sur- 
vivorship, and disability features of the social security system so that the reve- 
nue source is not overburdened. Whatever the Government needs to do in the 
area of health care for the aged should be done by the appropriation of general 
revenues. Such appropriation would provide for a more equitable distribution 
of the fiscal load than would a payroll tax on earnings of $4,800 or less. 


TEXT OF AMENDMENT 6-27-60—-F 


Intended to be proposed by Mr. Morse to the bill (H.R. 12580), viz: Beginning 
jad 


on page 154, line 1, strike out all through line 18 on page 172, and insert 
in lieu thereof the following: 


TITLE VI—HOSPITAL AND SURGICAL INSURANCE 
AMENDMENTS TO TITLE II OF THE SOCTAL SECURITY ACT 


Sec. 601. (a) Title II of the Social Security Act is amended by adding after 
section 225 the following new section : 


“HOSPITALIZATION AND SURGICAL INSURANCE 
“Eligibility for Insurance 


“Sec. 226. (a) (1) The cost of hospital or nursing home services furnished 
to any individual during any month for which he is entitled to monthly benefits 
under section 202 (whether or not such benefits are actually paid to him) or is 
deemed entitled to such benefits under the provisions of paragraph 2, or the cost 
of such services furnished to him during the month of his death where he ceases 
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to be entitled by reason of his death, and the cost of surgical services which 
not of an elective nature, shall, subject to the provisions of this section, be a 
from the Federal Old-Age and Survivors Insurance Trust Fund to the hos bo 
physician, and nursing home which furnished him the services. Services on 
paid for in accordance with the provisions of this section include only gery; 
provided in the United States. Ye 

“(2) For purposes of this section, (A) any individual who would upon fili 
application therefor, be entitled to monthly benefits for any month under sectic 
202 shall, if he files application under this section within the time limits . 
scribed in section 202(j) be deemed, for purposes of this section only, to Bes; 
titled to benefits for such month, (B) such individual shall, whether or not he 
files application under this section, be deemed to be entitled to benefits under 
section 202 for such month for purposes of determining whether the wife bus. 
band, or child of such individual comes within the provision of clause (A) hereof 
and (C) any individual shall, for purposes of this section, be deemed entitled 
to benefits under section 202 if such individual could have been deemed under 
clauses (A) or (B) of this paragraph to have been so entitled had he not died 
during such month. 

“(3) For purposes of paragraph (2), an individual’s application under this 
section may, subject to regulations, be filed (whether such individual is legally 
competent or incompetent) by any relative or other person, including the hos. 
pital, physician, or nursing home furnishing him hospital, surgical, and nursing 
home services and, after such individual's death, his estate. 

“(4) Payments may be made for hospital services furnished under this gee. 
tion to an individual during his first sixty days of hospitalization in a twelve 
month period that begins with the first day of the first month in which the ip. 
dividual received hospital services for which a payment is made under this see- 
tion, and during his first sixty days of hospitalization in each succeeding twelvye- 
month period; and for nursing home services furnished under this section to an 
individual if the individual is transferred to the nursing home from the hospital, 
and if the services are for an illness or condition associated with that for which 
he received hospital services: Provided, That the number of days of nursing 
home services for which payments may be made shall, in any twelve-month 
period as described above, not exceed one hundred and twenty less the number 
of days of hospital services (in the same twelve-month period) for which pay- 
ments are made under this section. 

“(5) The provisions of section 205 relating to the making and review of de 
terminations shall be applicable to determinations as to whether the costs of hos 
pital, nursing home, and surgical services furnished an individual may be paid 
for out of the Federal Old-Age and Survivors Insurance Trust Fund under this 
subsection, and the amount of such payment. 


“Description of Hospital, Nursing Home, and Surgical Services 


“(b) (1) For purposes of this section, the term ‘hospital services’ means the 
following services, drugs, and appliances furnished by a hospital to any individ 
ual as a bed patient: bed and board and such nursing services, laboratory serv- 
ices, ambulance services, use of operating room, staff services, and other services, 
drugs, and appliances as are customarily furnished by such hospital to its bed 
patients either through its own employees or through persons with whom it has 
made arrangements for such services, drugs, or appliances; the term ‘hospital 
services’ includes such medical care as is generally furnished by hospitals as an 
essential part of hospital care for bed patients; such term shall include care in 
hospitals described in paragraph (1) of subsection (d) ; such term shall not in- 
clude care in any tuberculosis or mental hospital. 

“(2) The term ‘nursing home services’ means skilled nursing care, related 
medical and personal services and accompanying bed and board furnished by 4 
facility which is equipped to provide such services, and (A) which is operated 
in connection with a hospital, or (B) in which such skilled nursing care and 
medical services are prescribed by, or are performed under the general direction 
of, persons licensed to practice medicine or surgery in the State. 

“(3) The term ‘surgical services’ means surgical procedures (other than elec- 
tive surgery) provided in a hospital, or in case of an emergency or for minor 
surgery, provided in the outpatient department of a hospital or in a doctor's 
office. Surgical services may include oral surgery when provided in a hospital. 
The term ‘elective surgery’ means surgery that is requested by the patient, but 
which in the opinion of cognizant medical authority is not medically required. 
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“Free Choice by Patient 


“(e)(1) Any individual referred to in paragraphs (1) and (2) of subsection 
(a) may obtain the hospital or nursing home services for which payment to the 
hospital or nursing home is provided by this section from any hospital or nurs- 
ing home which has entered into an agreement under this section, which admits 
guch individual and to which such individual has been referred by a physician or 
(in the case of hospital or nursing home services furnished in conjunction with 
gral surgery) dentist licensed by the State in which such individual resides or 
the hospital or nursing home is located, upon a determination by the physician or 
dentist that hospitalization or nursing home care for such individual is medically 
necessary ; except that such referral shall not be required in an emergency situa- 
tion which makes such a requirement impractical. 

“(2) Any individual referred to in paragraphs (1) and (2) of subsection (a) 
may, With respect to the surgical services for which payment is provided by this 
getion, freely select the surgeon of his choice, provided that the surgeon 
js certified by the American Board of Surgery or is a member of the American 
College of Surgeons except that such certification shall not be required in cases 
of emergency where the life of the patient would be endangered by any delay, or 
in such other cases where such certification is not practicable, and except that, 
in the case of oral surgery, such individual may select a duly licensed dentist. 

“(3) Regulations under this section shall provide for payments (in such 
amounts and upon such conditions as may be prescribed in such regulations) to 
(A) hospitals for hospitals services rendered in emergency situations to indi- 
siduals referred to in paragraphs (1) and (2) of subsection (a) by hospitals 
which have not entered into an agreement under this section, and (B) physicians 
for surgical services rendered by physicians not certified by the American Board 
of Surgery or not members of the American College of Surgery. 


“Agreements With Hospitals, Nursing Homes and Providers of Surgical Services 


“(d)(1) Any institution (other than a tuberculosis or mental hospital) shall 
be eligible to enter into an agreement for payment from the Federal Old-Age and 
Survivors Insurance Trust Fund of the cost of hospital or nursing home services 
furnished to individuals referred to in paragraphs (1) and (2) of subsection (a) 
if it is licensed as a hospital or nursing home pursuant to the law of the State 
in which it is located. 

“(2) Each agreement with a hospital under this section shall cover ail hos- 
pital services included under subsection (b) (which services shall be listed in 
the agreement), shall provide that such services shall be furnished in semi- 
private accommodations if available unless other accommodations are required 
for medical reasons, or are occupied at the request of the patient, shall be made 
upon such Other terms and conditions as are consistent with the efficient and 
economical administration of this section, and shall continue in force for such 
period and be terminable upon such notice as may be agreed upon. 

“(3) An agreement with a hospital or nursing home under this section shall 
provide for payment, under the conditions and to the extent provided in this 
section, of the cost of hospital and nursing home services which are furnished 
individuals referred to in paragraphs (1) and (2) of subsection (a) : Provided, 
That no such payment shall be made for services for which the hospital or nurs- 
ing home has already been paid (excluding payments by such individuals for 
which reimbursement to them by the hospital has been assured); but no such 
agreement shall provide for payment with respect to hospital or nursing home 
services furnished to an individual unless the hospital or nursing home obtains 
written certification by the physician (if any) who referred him pursuant to 
subsection (c) that his hospitalization or care in the nursing home was medically 
hecessary and, with respect to any period during which such services were fur- 
nished, written certification by such individual’s attending physician during that 
period that such services were medically necessary. The amount of the pay- 
ments under any such agreement shall be determined on the basis of the reason- 
able cost incurred by the hospital or nursing home for all bed patients, or, when 
use of such a basis is impractical for the hospital or nursing home or inequitable 
to the institution or the Federal Old-Age and Survivors Insurance Trust Fund, 
on a reasonably equivalent basis which takes account of pertinent factors with 
repsect to services furnished to individuals referred to in paragraphs (1) and 
(2) of subsection (a). Any such agreement shall preclude the hospital or nurs- 
ing home with which the agreement is made from requiring payments from in- 
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dividuals for services, payment of the cost of which is provided by this s 
after it has been notified that the cost of such services is payable from the 
Federal Old-Age and Survivors Insurance Trust Fund, except that it may require 
payments from such individuals for the additional cost of accommodations 9 
cupied by them at their request which are more expensive than semiprivate 
accommodations. 

“(4) Except as provided by regulation, no agreement may provide for pay- 
ments (A) to any Federal hospital, or to any other hospital for hospital Services 
which it is obligated by contract with the United States (other than an agree. 
ment under this section) to furnish at the expense of the United States, or (B) 
to any hospital for hospital services which it is required by law or obligated by 
contract with a State or subdivision thereof to furnish at public expense except 
where the eligibility of the individual for such services is determined by applica. 
tion of a means test. 

“(5) No supervision or control over the details of administration or operation, 
or over the selection, tenure, or compensation of personnel, shall be exerciged 
under the authority of this section over any hospital or nursing home which has 
entered into an agreement under this section. 

“(6) Agreements under this subsection shall be made with the hospital or 
nursing home providing the services, but this paragraph shall not preclude rep 
resentation of such institution by any individual, association, or organization 
authorized by the institution to act on its behalf. 

“(7) The Secretary shall enter into agreements with qualified providers of 
surgical services as defined in paragraph (2) of subsection (c). Such agree 
ments shall stipulate that the rates of payment agreed on shall constitute full 
payment for these services. Such agreements may be made with any qualified 
individual, or with any association or organization authorized by the surgeons, 
dentists, or physicians to act in their behalf. 

“(8) Nothing in such agreements or in this Act shall be construed to give 
the Secretary supervision or control over the practice of medicine or the manner 
in which medical services are provided. 

“(9) Except to the extent the Secretary has made provision pursuant to 
subsection (h) for the making of payments to hospitals and nursing homes bya 
private nonprofit organization or for the making of payments to physicians, 
dentists, and surgeons by their designated representatives, he shall from time 
to time determine the amount to be paid to such provider of service under an 
agreement with respect to services furnished, and shall certify such amount 
to the Managing Trustee of the Federal Old-Age and Survivors Insurance 
Trust Fund, except that such amount shall, prior to certification, be reduced or 
increased, as the case may be, by any sum by which the Secretary finds that 
the amount paid to the provider of services for any prior period was greater 
or less than the amount which should have been paid to it for such period. 
The Managing Trustee prior to audit or settlement by the General Accounting 
Office, shall make payment from the Federal Old-Age and Survivors Insurance 
Trust Fund, at the time or times fixed by the Secretary in accordance with 
such certification. 


ection, 


“Nondisclosure of information 


“(e) Information concerning an individual, obtained from him or from 
any physician, dentist, nurse, hospital, nursing home, or other person pursuant 
to or as a result of the administration of this section, shall be held confidential 
(except for statistical purposes) and shall not be disclosed or be open to pubile 
inspection in any manner revealing the identity of the individual or other person 
from whom the information was obtained or to whom the information per- 
tains, except as may be necessary for the proper administration of this section. 
Any person who shall violate any provision of this subsection shall be deemed 
guilty of a misdemeanor and, upon conviction thereof, shall be punished by a 
fine not exceeding $1,000 or by imprisonment not exceeding one year, or both. 


“Medical and Hospital Services Under Workmen’s Compensation 


“(f) The provisions of subsection (a) shall not be applicable to any services 
which an individual required by reason of any injury, disease, or disability on 
account of which such services are being received or the cost thereof paid for, 
or upon application therefor would be received or paid for under a workmen’s 
compensation law or plan of the United States or of any State, unless equitable 
reimbursement to the Federal Old-Age and Survivors Insurance Fund for the 
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payments hereunder with respect to such services have been made or assured 
pursuant to agreements or working arrangements negotiated between the Sec- 
retary and the appropriate public agency. Notwithstanding the above sentence, 
if (1) the individual’s entitlement to receive such services (or to have the cost 
thereof paid for) under such a workmen’s compensation law or plan is in doubt 
when such services are required, (2) the cost of such services is otherwise pay- 
able from the Federal Old-Age and Survivors Insurance Trust Fund pursuant 
to this section, and (3) the individual makes an appropriate application under 
sich workmen’s compensation law or plan and agrees, in the event that he is 
subsequently determined to be entitled to receive such services (or to have the 
est thereof paid for) under such law, to reimburse the Federal Old-Age and 
Survivors Insurance Trust Fund in the amount of any loss it might suffer 
through its payment for such services, then the cost of such services may be 

id from such Trust Fund in accordance with this section. In any case in 
which the cost of services is paid from the Federal Old-Age and Survivors 
Insurance Trust Fund pursuant to the immediately preceding sentence, or is 
paid from such Trust Fund with respect to any such injury, disease, or disability 
for which no reimbursement to such Trust Fund has been made or assured 
pursuant to the first sentence of this subsection, the United States shall, unless 
pot permitted under the law of the applicable State (other than the District 
of Columbia) be subrogated to all rights of such individual, or of the provider 
of services to which payments under this section with respect to such services 
are made, to be paid or reimbursed pursuant to such workmen’s compensation 
law or plan for such payments. All amounts recovered pursuant to this sub- 
section shall be deposited in the Treasury of the United States to the credit of 
the Federal Old-Age and Survivors Insurance Trust Fund. 


“Regulations and Functions of Advisory Council 


“(g) All regulations specifically authorized by this section shall be pre- 
sribed by the Secretary. In administering this section, the Secretary shall 
consult with a National Advisory Health Council consisting of the Commis- 
sioner of Social Security, who shall serve as Chairman ex officio, and eight 
members appointed by the Secretary. Four of the eight appointed members 
shall be persons who are outstanding in fields pertaining to hospital and health 
activities, and the other four members shall be appointed to represent the con- 
sumers of hospital, nursing home, and surgical services, and shall be persons 
familiar with the need for such services by eligible groups. Each appointed 
member shall hold office for a term of four years, except that any member ap- 
pointed to fill a vacancy occurring prior to the expiration of the term for which 
his predecessor was appointed shall be appointed for the remainder of such 
term, and the terms of office of the members first taking office shall expire, as 
described by the Secretary at the time of appointment, two at the end of the 
first year, two at the end of the second year, two at the end of the third year, 
and two at the end of the fourth year after the date of appointment. An 
appointed member shall not be eligible to serve continuously for more than 
two terms but shall be eligible for reappointment if he has not served im- 
mediately preceding his reappointment. The Council is authorized to appoint 
such special advisory and technical committees as may be useful in carrying 
out its functions. Appointed Council members and members of advisory or 
technical committees, while serving on business of the Council, shall receive 
compensation at rates fixed by the Secretary, but not exceeding $50 per day, 
and shall also be entitled to receive an allowance for actual and necessary 
travel and subsistence expenses while so serving away from their places of 
residence, The Council shall meet as frequently as the Secretary deems neces- 
sary, but not less than once each year. Upon request by three or more members 
it shall be the duty of the Secretary to call a meeting of the Council. 


“Utilization of Private Nonprofit Organizations 


“(h)(1) The Secretary may utilize, to the extent provided herein, the services 
of private nonprofit organizations exempt from Federal income taxation under 
section 501 of the Internal Revenue Code of 1954 which (A) represent qualified 
providers of hospital, nursing home, or surgical services, or (B) operate volun- 
tary insurance plans under which agreements, similar to those provided for 
under subsection (d), are made with hospitals, nursing homes, and physicians 
for defraying the cost of services. Such organizations shall be utilized by the 


58387—60——-32 








488 SOCIAL SECURITY AMENDMENTS OF 1960 


Secretary to the extent that he can make satisfactory agreements with them and 
to the extent he determines that such utilization will contribute to the effectiy, 
and economical administration of this section. Such agreements shall not dele. 
gate (A) his functions relating to determinations as to whether the costs of 
hospital, nursing home, and surgical services furnished an individual may be 
paid for out of the Federal Old-Age and Survivors Insurance Trust Fund under 
this section and the amount of such payment, and (B) his functions relating ty 
the making of regulations. 

“(2) An agreement under paragraph (1) shall provide for payment from thy 
Federal Old-Age and Survivors Insurance Trust Fund to the organization of th 
amounts paid out by such organization to hospitals, nursing homes, physicians 
and dentists, under this section and of the cost of administration determined py 
the Secretary to be necessary and proper for carrying out such organization's 
functions under its agreement pursuant to this subsection. Such payments pj 
any organization shall be made either in advance on the basis of estimates py 
the Secretary or as reimbursement, as may be agreed upon by the organization 
and the Secretary, and adjustments may be made in subsequent payments m 
account of overpayments or underpayments previously made to the organizg. 
tion under this subsection. Such payments shall be made by the Managing 
Trustee of the Trust Fund on certification by the Secretary and at such time or 
times as the Secretary may specify and shall be made prior to audit or settle 
ment by the General Accounting Office. 

“(3) An agreement under paragraph (1) with any organization may requir 
any of its officers or employees certifying payments or disbursing funds pursuant 
to the agreement, or otherwise participating in its performance, to give surety 
bond to the United States in such amount as the Secretary may deem necessary 
and may provide for the payment of the cost of such bond from the Federa! 
Old-Age and Survivors Insurance Trust Fund. 


“Certifying and Disbursing Officers 


“(i1) (1) No individual designated by the Secretary pursuant to an agreement 
under this section, as a certifying officer shall, in the absence of gross negli 
gence or intent to defraud the United States, be liable with respect to any pay. 
ments certified by him under this section. 

(2) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him 
under this section if it was based upon a voucher signed by a certifying officer 
designated as provided in paragraph (1). 


“Adjustments in Cash Benefits 


“(j) For purposes of section 204, any payment under this section to any hoe 
pital, nursing home, physician, or dentist, with respect to hospital, nursing 
home or surgical services furnished an individual shall be regarded as a pay- 
ment to such individual.” 

(b) The amendments made by subsection (a) shall be effective on the first 
day of the twelfth calendar month after the month in which this Act is enacted 

(ec) Notwithstanding the provisions of section 226(a)(2) of the Social Secv- 
rity Act, as amended by this title, and subsection (b) of this section, applications 
filed under such section 226 which would otherwise be valid shall, subject to regr 
lations of the Secretary, be considered valid even though filed more than thre 
months prior to the effective date of this title, but not if filed prior to the first 
day of the fourth calendar month after the month in which this title is enacted. 


AMENDMENTS TO THE INTERNAL REVENUB OODE 


Sec. 602. (a) Section 1401 of the Internal Revenue Code of 1954 (relating to 
rate of tax on self-employment income) is amended to read as follows: 


“SEC. 1401. RATE OF TAX. 
“In addition to other taxes, there shall be imposed for each taxable year, on the 
self-employment income of every individual, a tax as follows: 

“(1) in the case of any taxable year beginning after December 31, 196), 
and before January 1, 1963, the tax shall be equal to 4% percent of th 
amount of the self-employment income for such taxable year; 

“(2) in the case of any taxable year beginning after December 31, 198 


and before January 1, 1966, the tax shall be equal to 55% percent of the | 


amount of the self-employment income for such taxable year; 
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“(3) in the case of any taxable year beginning after December 31, 1965, 
and before January 1, 1969, the tax shall be equal to 6% percent of the 
amount of the self-employment income tax for such taxable year; and 

“(4) in the case of any taxable year beginning after December 31, 1968, 
the tax shall be equal to 7% percent of the amount of the self-employment 
income for such taxable year.” 

(b) Section 3101 of such Code (relating to rate of tax on employees under the 
federal Insurance Contributions Act) is amended to read as follows: 


“SEC, 3101. RATE OF TAX. 

“In addition to other taxes, there is hereby imposed on the income of every 
individual a tax equal to the following percentages of the wages (as defined in 
section 3121(a)) received by him with respect to employment (as defined in 
section 3121(b) )— 

“(1) with respect to wages received during the calendar years 1961 and 
1962, the rate shall be 314 percent; 

“(2) with respect to wages received during the calendar years 1963 to 
1965, both inclusive, the rate shall be 3% percent; 

“(3) with respect to wages received during the calendar years 1966 to 
1968, both inclusive, the rate shall be 444 percent; and 

“(4) with respect to wages received after December 31, 1968, the rate 
shall be 4% perecent.” 

(c) Section 3111 of such Code (relating to rate of tax on employers under 
the Federal Insurance Contributions Act) is amended to read as follows: 


“SEC. 3111. RATE OF TAX. 

“In addition to other taxes, there is hereby imposed on every employer an 
excise tax, with respect to having individuals in his employ, equal to the fol- 
lowing percentages of the wages (as defined in section 3121(a)) paid by him 
with respect to employment (as defined in section 3121(b) )— 

“(1) with respect to wages paid during the calendar years 1961 and 
1962, the rate shall be 3% percent; 

“(2) with respect to wages paid during the calendar years 1963 to 1965, 
both inclusive, the rate shall be 3% percent; 

“(3) with respect to wages paid during the calendar years 1966 to 1968 
both inclusive, the rate shall be 4% percent; and 

“(4) with respect to wages paid after December 31, 1968, the rate shall be 
4% percent.” 

(d) The amendment made by subsection (a) shall apply only with respect to 
taxable years beginning after December 31, 1960. The amendments made by 
subsections (b) and (c) shall apply only with respect to remuneration paid 
after December 31, 1960. 


12. AMENDMENT 6-27-60-H—INTRODUCED BY SENATOR JAVITS FOR 

HIMSELF AND THE FOLLOWING SENATORS: COOPER, SCOTT, 
FONG, AIKEN, KEATING, AND PROUTY (IN THE NATURE OF A 
SUBSTITUTE FOR TITLE VI OF THE HOUSE BILL)—SIMILAR 
TO 8. 3350 


Srarr ANALYSIS 


Eligibility—Assuming all States participate, all persons 65 and over and their 
spouses would be eligible to purchase a health insurance policy provided by an 
insurance carrier set up by the State, or by private, commercial prepayment or 
nonprofit insurance carriers under appropriate contracts entered into between 
such carriers and the State. The subscription charges for individuals under the 
plan shall conform to a schedule, based upon the income of the subscriber, to be 
determined by the State (except that the maximum monthly subscription of 
no individual shall exceed the maximum premium cost in the State if it is less 
than $13 a month). 

Benefits —The health insurance contracts may provide any or all of the 
following : 

(1) Services rendered by licensed physicians and dentists and certain 
auxiliary personnel. 

(2) Services in hospitals and skilled nursing or convalescent homes. 

(3) Drugs, medicines, dressings and other medical supplies. 

The contracts must provide for the following : 

(1) 21 days a year of hospital, or equivalent nursing home care. 
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(2) Physician’s services for 12 home or office visits each year. 
(3) The first $100 each year of costs for ambulatory, diagnostic 
tory, and X-ray services. : 

(4) Visiting nurse service for not less than 24 visits a year. 

The State plan must provide that outpatient hospital and home and Office 
physicians service constitute not less than one-third of the premium cost 

Costs.—Senator Javits estimates minimum benefits program would cost "$840 
million (Federal share $400 million; State share $440 million; individual syb- 
scribers not participating) and maximum benefits program would cost $1.5 bi. 
lion (Federal share $480 million; State share $620 million; individual Sub- 
scribers $400 million). Cost estimate not yet submitted by Department. 
report below. 

Financing.—Federal share financed from general revenues, using a Federal- 
State matching formula based on State per capita income. The Federal share 
ranging from 75 percent for the lowest-income States to 33144 percent for highest 
income States, up to a maximum premium cost of $13 a month per subscriber 
less subscription charges paid by individuals. , 


labora- 


See 


VIEWS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMEND- 
MENT 6—27-60—-H 


The Department of Health, Education, and Welfare is currently conferring 
with the sponsors of proposed amendment 6—-27-60—H to H.R. 12580 and is, there- 
fore, not prepared to make recommendations at this time on the proposed 
amendment. At such time as these discussions are completed, a further report 
will be made. 

While the amendment embodies many of the principles contained in the state 
ment of the Department’s views which were presented to the Committee on 
June 29, 1960, there are obviously a number of points of difference. 


Text OF AMENDMENT 6—-27-60—-H 


Intended to be proposed by Mr. Javirs (for himself, Mr. Cooper, Mr. Scort, 
Mr. Fone, Mr. AIKEN, Mr. Keatine, and Mr. Prouty) to the bill (HLR. 
12580), viz: Strike out everything beginning on page 154, line 2, down to 
and including page 172, line 18, and insert in lieu thereof the following: 

Sec. 601. This title may be cited as the “Health Insurance for the Aged Act”. 
Sec. 602. The Public Health Service Act is hereby amended by inserting at 
the end thereof the following new title: 


“TITLE VIII—HEALTH INSURANCE FOR THE AGED 
“DECLARATION OF PURPOSE 


“Seo. 801. It is the purpose of this title to assist the States in establishing 
State plans of health insurance designed to enable aged individuals to obtain 
needed personal health services. 

“DEFINITIONS 


“Sec. 802. As used in this title, the term— 

“(a) ‘Service benefits’ means the actual furnishing of health services to an 
insured individual by and through licensed physicians, hospitals, and other 
health personnel and institutions which have entered into contracts with insur- 
ance carriers to provide such services to such individuals ; 

“(b) ‘Indemnity benefits’ means benefits provided to an insured individual 
by an insurance carrier in the form of money payments toward the cost of 
specified personal health services, such payments being made either to the in- 
sured individual or to the provider of such services, and not necessarily covering 
the full cost of such services; 

“(e) ‘Income of insured individual’ means the adjusted gross income (as 
defined in section 62 of the Internal Revenue Code of 1954) of such individual, 
plus amounts received by such individual as monthly insurance benefits under 
title II of the Social Security Act or as payments under laws administered 
by the Veterans Administration, or as annuity payments under the Railroad 
Retirement Act of 1937 as amended ; and 

“(d) ‘Secretary’ means the Secretary of Health, Education, and Welfare. 
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“REQUIREMENTS OF STATE PLANS 










“Spo. 803. A State plan under this title shall— 
“(a) designate a single State agency to administer the State plan; 
“(b) provide for financial participation by the State ; 






Office “(c) permit participation in the health insurance program established 
; under such plan of every individual in the State who has attained age sixty- 
$840 five or is married to an individual who has attained such age; but may not 
Sub- permit any individual to participate in such program who has not attained 





such age or is not married to an individual who has reached such age; 

“(d) provide to each individual eligible for health insurance under 
the plan a choice of at least two types of health insurance, one of which shall 
provide ‘service benefits’ in whole or in part and the other ‘indemnity 
benefits’ ; 

“(e) provide that (1) the coverage of home medical services and physician’s 
office calls and other ambulatory services or hospital outpatient treatment 
under any health insurance program under the State plan shall constitute 
not less than one-third of the total premium cost of such insurance program ; 
and (2) under any such program, care in skilled nursing homes or equivalent 
licensed institutions may be substituted for care of equivalent cost in general 
hospitals which meet such standards as are established by the Secretary ; 

“(f) conform to reasonable standards prescribed by the Secretary with 
respect to (1) the providing of benefits to subscribers of health insurance 
programs under the State plan during temporary absence from the State 
in which they reside, (2) the eligibility to participate in such programs of 
otherwise eligible individuals who have previously discontinued participa- 
tion therein, (3) the provision of additional periods after the date subscrip- 



















































= tion charges become due during which subscribers may pay such charges 
without forfeiting coverage under such programs, (4) eligibility of in- 
dividuals to transfer coverage from one type of health insurance to another 
type offered under the State plan of a State, (5) the period of eligibility 
to participate in such programs of individuals who do not elect to participate 
TT, therein at the earliest date for which they are eligible to do so, (6) the 
LR. eligibility of individuals who are covered by such a health insurance pro- 
to gram of one State to become covered by such a health insurance program 
of another State, and (7) meeting and improving on Federal standards for 
ot’, medical practice and institutional facilities ; 
at “(g) provide that the subscription charges for individual subscribers of 
health insurance programs under the State plan shall conform to a schedule, 
based upon income of the subscriber, to be determined by the State (except 
that the maximum monthly subscription rate of no individual shall exceed 
the maximum premium cost in such State if it is less than $13 per month): 
“(h) provide that the State agency administering State welfare or public 
as assistance programs shall be permitted to secure for the recipients of such 
= programs health insurance under the State plan as a negotiated rate basis; 
Mn “(i) make provision (1) authorizing employees’ pension or welfare funds 
to contribute to the payment of subscription charges under the State health 
insurance program for or on behalf of eligible members or beneficiaries of 
such funds, (2) authorizing employers (including 'the State or any political 
an subdivision thereof when acting as an employer) to contribute to the pay- 
er ment of their employees’ subscription charges under the State health in- 
1r- surance program, and (3) permitting any employee, or member or beneficiary 
of an employees’ pension or welfare fund, to authorize his employer (includ- 
ial ing the State or any political subdivision thereof when acting as an em- 
of ployer) or trustee or other governing body of such fund to deduct from his 
in- wages or from such fund, as the case may be, an amount equal to his sub- 
ng scription charges under the State health insurance program and to pay the 
Same to the State agency administering the State plan; 
as “(j) provide that the State agency will make such reports, in such form and 
al, containing such information, as the Secretary may from time to time require, 
er and comply with such provisions as the Secretary may from time to time 
od find necessary to assure the correctness and verification of such reports ; 
id “(k) provide for the collection of subscription charges for health insur- 






ance under the State plan. 

“(1) provide that the health insurance coverage extended to individuals 
eligible therefor under the State plan shall be provided by an insurance car- 
rier set up by the State for such purpose, or by private, commercial, pre- 
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payment or nonprofit insurance carriers under appropriate contracts entered 
into between such carriers and the State agency ; 

“(m) provide that such contracts extend health insurance coverage to individ. 
uals eligible therefor under the State plan of any or all of the following: 
(1) Services rendered by licensed physicians, licensed dentists, and, under the 
supervision of licensed physicians or dentists, by auxiliary personnel, (2) the 
use by such licensed or auxiliary personnel of any and all apparatus or machines 
designed to aid in the diagnosis or treatment of disease or injury, (3) the provi. 
sion of bed and board in general or special hospitals, skilled nursing or conya. 
lescent homes, or other institutions licensed or designated as such institutions 
is prescribed by and under the supervision of licensed physicians, and (4) the 
provision of drugs and medicines, dressings and supplies, protheses and appli- 
ances, and ambulance service, when prescribed by licensed physicians: Provided 
That any such contract shall insure against 100 per centum of the cost of not less 
than (A) 21 days each year of hospital, or equivalent nursing home care, (B) 
physician’s services for 12 home or office visits each year, (©) the first $100 each 
year of costs incurred for ambulatory diagnostic, laboratory, and X-ray services, 
and (D) visiting nurse’s services (when prescribed by a physician and rendered 
through a public or private agency) for not less than 24 visits each year: and 

“(n) make adequate provision out of general revenues of the State for the 
expenses incurred by the State under such plan. 


“PAYMENT TO STATES 


“Sec. 804. (a) From the sums appropriated therefor, the Secretary of the 
Treasury shall pay to each State which has an approved plan for health 
insurance for the aged, for each quarter (beginning with the quarter con- 
mencing July 1, 1961) (1) an amount equal to the Federal percentage of the 
amount by which the amount produced by multiplying—- 

“(i) the per capita premium cost up to but not exceeding $13 per month, 
by 
“(ii) the sum of the total number of subscribers of health insurance for 
the aged for each of the months in such quarter, 
exceeds the total sum of the amounts actually paid by such subscribers as sub- 
scription charges during each of such months; plus (2) an amount equal to 
one-half of the sums expended during such quarter as found necessary by the 
Secretary of Health, Education, and Welfare for the proper and efficient admin- 
istration of State plan. 

“(b) The method of computing and paying such amounts to the &tate shall 
be as follows: The Secretary shall, prior to the beginning of each quarter, 
estimate the amounts to be paid to the State under subsection (a), such esti- 
mate to be based on (A) reports filed by the State containing its estimates of 
the total sums to be expended by it in such quarter in accordance with sub 
section (a), and (b) such other investigation as the Secretary may find neces 
sary. 

“(e) The Secretary shall then certify to the Secretary of the Treasury the 
amount so estimated by the Secretary, reduced or increased, as the case may 
be, by any sums by which he finds that his estimates for any prior quarter were 
greater or less than the amounts which should have been paid to the State under 
subsection (a). 

“(d) For the purposes of this section the ‘Federal percentage’ for any State 
shall be 100 per centum less that percentage which bears the same ratio to 50 
per centum as the per capital income of such State bears to the per capita income 
of the continental United States (including Alaska and Hawaii), except that (1) 
the Federal percentage shall in no case be more than 75 per centum or less than 
3314 per centum, and (2) the Federal percentage for Guam, Puerto Rico, and 
the Virgin Islands shall be 75 per centum each. The Federal percentages shall 
be promulgated by the Secretary between July 1 and August 31 of each evet- 
numbered year, on the basis of the average of the per capita incomes of the 
States and of the continental United States (including Alaska and Hawaii) for 
the three most recent consecutive years for which satisfactory data are available 
from the Department of Commerce. 


“OPERATION OF STATE PLANS 


“Sec. 805. (a) If the Secretary, after reasonable notice and opportunity for 
hearing to the State agency, finds (1) that the State agency is not complying 
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sibstantially with the provisions of the State plan, or (2) that any Federal funds 
have been diverted from the purposes for which they have been paid under this 
title, the Secretary shall forthwith withhold further payments to the State under 
section S04 until he is satisfied that the conditions which required him to with- 
hold such payments no longer exist. 

“(p) If any State is dissatisfied with the Secretary’s action under subsection 
ja), such State may appeal to the United States court of appeals for the circuit 
in Which such State is located. The summons and notice of appeal may be 
served at any place in the United States. The Secretary shall forthwith certify 
qd file in the court the transcript of the proceedings and record on which he 
based his action. 

“(¢) The findings of fact by the Secretary, unless substantially contrary to 
the weight of evidence, shall be conclusive; but the court, for good cause shown, 
may remand the case to the Secretary to take further evidence, and the Secretary 
may thereupon make new or modified findings of fact and may modify his 
previous action, and shall certify to the court the transcript and record of the 
further proceedings. Such new or modified findings of fact shall likewise be 
conclusive unless substantially contrary to the weight of the evidence. 

“(d) The court shall have jurisdiction to affirm the action of the Secretary or 
to set it aside, in whole or in part. The judgment of the court shall be subject 
toreview by the Supreme Court of the United States upon certiorari or certifica- 
tion as provided in title 28 of the United States Code, section 1254. 


“AUTHORIZATION OF COMPACTS BETWEEN STATES 


“Sec, 806. In order that individuals who are covered by a health insurance pro- 
gram established under this title by the State in which they reside shall not, by 
reason of their temporary presence in another State at the time benefits pro- 
vided by such program are needed by them, be hampered in actually receiving 
such benefits, the consent of Congress is hereby granted to any two or more 
States to enter into appropriate compacts or agreements with respect to the 
administration and operation of their respective health insurance programs es- 
tablished under this title. 

“ADMINISTRATION 


“Sec. 807. (a) The Secretary is authorized to make such administrative reg- 
uations and perform such other actions including the negotiation of a schedule 
of subscription charges under each State plan as he finds necessary to carry 
out the provisions of this title. 

“(b) In administering the provisions of this title, the Secretary is authorized 
to utilize the services and facilities of any executive department of the Gov- 
ernment in accordance with an agreement with the head thereof. Payment 
for such services and facilities shall be made in advance or by way of reim- 
bursement, as may be agreed upon between the Secretary and the head of the 
executive department furnishing such services or facilities. 

“(c) In administering this title the Secretary shall cooperate with and 
render advice and assistance to States and the appropriate public authorities 
therein formulating and operating State plans under this title. 


“SAVINGS PROVISION 


“Sec. 808. Nothing in this title shall modify obligations assumed by the Fed- 
eral Government under other laws for the hospital and medical care of veterans 
or other presently authorized recipients of hospital and medical care under 
Federal programs.” 

The table of contents on page 4 is appropriately amended. 
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13. AMENDMENT 6—-27-60-I—INTRODUCED BY SENATOR SCHOEPPR, 
(IDENTICAL TO THE FOLLOWING AMENDMENTS: NO. 8, 6-27-080-A, IN. 
TRODUCED BY SENATOR KEATING; NO. 16, 6-28-60-C, INTRODUCED 
BY SENATOR HUMPHREY; AND NO. 24, 6-29-60-X, INTRODUCED BY 
SENATOR HARTKE) 

STAFF ANALYSIS 


Increases the soocial security earnings limitation from $1,200 to $1,800 per 
year. 

Cost.—$616 million per year, or 0.19 percent of payroll, on a level-premiug 
basis. 

Financing.—No tax increase provided to cover added cost to program, 


Views OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMES? 
6-27-60-I 


See joint report on page 480. 


Text OF AMENDMENT 6—-27-60-I 


Intended to be proposed by Mr. SCHOEPPEL to the bill (H.R. 12580), viz: Op 
page 80, between lines 3 and 4, insert the following new section: 

Sec. 211. (a)(1) Paragraphs (1) and (2) of subsection (e) of section 28 
of the Social Security Act are amended by striking out “$1,200” wherever it 
appears therein and inserting in lieu thereof “$1,800”, and (2) such paragraphs 
and paragraph (1) of subsection (g) of such section are amended by striking 
out “$100 times” wherever it appears therein and inserting in lieu thereof 
“$150 times”. 

(b) The amendments made by subsection (a) shall be effective, in the case 
of any individual, with respect to taxable years of such individual ending 
after 1960. 


14. AMENDENT 6-28-60-A—INTRODUCED BY SENATORS HUMPHREY 
AND JAVITS 


STAFF ANALYSIS 


Modifies the social security definition of disability for both benefit and 
“freeze” purposes so that a specified degree of blindness, more liberal than the 
present definition for the disability “freeze,” is presumptively disabling. Pro 
vides that an individual otherwise eligible can qualify for disability benefits with 
one quarter of coverage (present law requires fully insured status plus coverage 
in 20 of the 40 quarters prior to the onset of the disability). Exempts such 
blind beneficiaries from the provision of present law which requires deduction 
from benefits because of refusal to accept rehabilitation services. 

Cost.—0.03 percent of payroll on a level-premium basis. 

Financing. No tax increase provided to cover added cost to program. 


VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6-28-60-A 


As we indicated in our report on S. 3067, our major objection to the proposed 
amendment is that it would give persons with visual impairments very great 
advantages over other persons with equally severe impairments of another type 
Blindness is no more disabling insofar as work is concerned than many other 
severe types of impairment. As a matter of fact, many blind persons have dem- 
onstrated the ability to earn a living in spite of their impairment and much # 
being done through both public and private means to encourage and aid the 
blind to be self-supporting. Special legislation permitting some individuals t0 
receive benefits under conditions identical to those under which benefits are de 
nied to others is, in our opinion, undesirable and contrary to sound principle 
of equity and justice. 

There are also other aspects of the proposed amendment to which we have 
serious objections. It would, in effect, provide disability benefits for persons 
who are able to work and who may be working regularly. It would also pro 
vide benefits for persons who have had no significant employment. Such pre 
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yisions would extend the purpose of the disability program from providing a 

rtial replacement of earnings that are lost because of disability to providing 
an indemnity for certain handicaps. We believe indemnity against handicap is 
not a proper purpose of the old-age, survivors, and disability insurance program. 

There is another reason why the Department would not favor a proposal for 
providing disability benefits for persons who have never been regularly em- 
ployed. (One quarter of coverage for eligibility for benefits would not, of 
course, be evidence of regular employment.) Under the present program, the 
right to benefits is acquired as a result of work and benefit amounts are related 
to earnings. Benefits are financed in part through contributions paid by the 
worker while he is working. All social security taxes paid by employers, em- 
ployees, and self-employed persons go into special trust funds. In order to 
establish that the person has earned the right to benefits the program requires 
that he be credited with a specific amount of covered work. Payment of bene- 
fits to people who have not met the work requirements of the program would 
tend to undermine the contributory character of the program, attenuate and 
obscure the relationship between prior work and benefits, and lead to public 
misunderstanding of the nature and purpose of the program. 

For these reasons the Department recommends that the proposed amendment 
not be enacted. 

Text OF AMENDMENT 6—28-60-A 


Intended to be proposed by Mr. HumMpnHrey and Mr. Javits to the bill (H.R. 
12580), viz: On page 110, after line 22, insert the following: 

(e) (1) Section 223(a) (1) of such Act (as amended by section 403(b) of this 
Act) is further amended by striking out “the month in which he dies, the month 
in which he attains the age of sixty-five, or the third month following the month 
in which his disability ceases” and inserting in lieu thereof “the month in which 
he dies, the month in which he becomes entitled to old-age insurance benefits (in 
the case of an individual whose disability is blindness (as defined in subsection 
(c)(2)) and who is not fully insured when he attains retirement age), the month 
in which he attains the age of sixty-five (in the case of any individual whose 
disability is not blindness (as so defined) ), or the third month following the 
month in which his disability ceases’. 

(2) Section 223(c) (1) of such Act is amended— 

(A) by inserting “, other than an individual whose disability is blindness 
(as defined in paragraph (2) ),” after “An individual” ; and 

(B) by adding after subparagraph (B) the following new sentence: “An 
individual whose disability is blindness (as defined in paragraph (2)) shall 
be insured for disability insurance benefits in any month if he had not less 
than one quarter of coverage before the quarter in which such month occurs.” 

(3) Section 223(c)(2) of such Act is amended by striking out the first sen- 
tence and inserting in lieu thereof the following: “The term ‘disability’ means 
(A) inability to engage in any substantial gainful activity by reason of any 
medically determinable physical or mental impairment which can be expected to 
result in death or to be of long-continued and indefinite duration, or (B) blind- 
ness. The term ‘blindness’ means central visual acuity of 20/200 or less in the 
better eye with the use of correcting lenses, or visual acuity greater than 20/200 
if accompanied by a limitation in the fields of vision such that the widest diame- 
ter of the visual field subtends an angle no greater than twenty degrees.” 

(4) Section 216(i) (1) of such Act is amended— 

(A) by striking out “blindness” and all that follows in the first sentence 
and inserting in lieu thereof “blindness (as defined in section 223(c¢) (2)),”; 
and 

(B) by striking out the second sentence. 

(5) The last sentence of section 223(c) (3) of such Act is amended by inserting 
“, except an individual whose disability is blindness (as defined in paragraph 
(2)),” after “for any individual”. 

(6) The first sentence of section 222(b)(1) of such Act is amended by striking 
out “an individual entitled to disability insurance benefits” and inserting in lieu 
thereof “an individual (other than an individual whose disability is blindness as 
defined in section 223(c) (2) entitled to disability insurance benefits”. 

(7) The amendments made by this subsection shall apply only with respect to 
monthly benefits under title II of the Social Security Act for months after the 
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month in which this Act is enacted. In the case of an individual who Satisticg (A) 
section 223(a)(1)(B) of such Act on the date of the enactment of this Act Solely | tp as ‘¢ 
by reason of such amendments, the waiting period (as defined in seetig gnd ne 
223(c) (3) of the Social Security Act) may not begin before the first day of in 
7 ; the | serting 
fifth month before the month in which this Act is enacted. (B) 
‘ 
wh dhty that 8 
15. AMENDMENT 6-28-60-B—INTRODUCED BY HUMPHREY ee 
Starr ANALYSIS proble 
youth 
While not making any substantial change in services which can be provides | provit 
under existing law, makes more explicit the definition of “child welfare gery. | or oth 
ices.” The amendment follows generally the language recommended by th 
Advisory Council on Child Welfare Services (authorized by the 1958 ameng. 
ments), on the ground that such language would provide “greater latitude fo , 
inclusion of services dealing with any social problem affecting the well-being 16. A 
of children and eliminates the possibility of a narrow interpretation of th (II 
scope of services.” Text of present definition and new definition is containe IN’ 
in text of the amendment. BY 
Costs.—Department of Health, Education, and Welfare advises that this SE 
amendment will not increase the cost of the program. _ 
VIEWS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT In 
6—28-60-B “A 
The amendment to H.R, 12580, proposed by Senator Humphrey June 28, 199, | #5" 
changes the definition of child-welfare services in title V, part 3, of the Social Mm 
Security Act. The new definition is substantially the one that was recon- VIE 
mended by the Advisory Council on Child Welfare Services in its report to 
Congress January 1, 1960. Se 
The present definition is that these services are for the protection and car 
of homeless, dependent, and neglected children, and children in danger of 
becoming delinquent. It has been quite adequate for the type of legislation 
provided in that act. Grants have been made to State public-welfare agencies Inte 
to establish, extend, and strengthen these services. These grants, for the most : 
part, have been small in comparison to child-welfare expenditures from State 8 
and local funds. of { 
The definition proposed by the Advisory Council is related to another recom} ®?P 
mendation of the Council, namely, that the Federal Government pay part of the | 2 
total cost of public child-welfare services of each State and other cooperating | 
jurisdictions through Federal grants-in-aid on a variable basis, with provision om 
for an open end appropriation and with continuing encouragement to establish \ 
ing, extending, and strengthening of such services. of 
The new definition is somewhat more explicit, particularly in relation t 1% 
juvenile delinquency, than the present definition, although the term “in danger 
of becoming delinquent,” together with other parts of the present definition, is 17 
inclusive enough to enable the States to use the grants to provide services to : 
delinquent as well as to predelinquent children. 
Title V, part 3, of the Social Security Act makes clear that these grants are old 
for the purpose of establishing, extending, and strengthening public chilt- in 
welfare services. By eliminating the word “public” in the new definition under wl 
the bill, question is raised as to whether these grants could be used to establish, to 
extend, and strengthen child-welfare services under voluntary auspices. This in' 
change was not included in the Council’s recommendation. im 
The Department recognizes the logic of the Advisory Council’s recommends 
tion embodied in this amendment in the context of other recommendations 
made by the Council, but does not believe that it serves the same purpose as 
separate piece of legislation. In view of the questions it raises, we would not 
recommend its adoption. R 
Text oF AMENDMENT 6-—28-60-B 
Intended to be proposed by Mr. Humpnrey to the bill (H.R. 12580), viz: On 
page 183, after line 20, insert the following new paragraph: t] 
(4) Section 521 of such Act (as amended by subsection (a) (3) of this section) i 


is further amended— 
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(A) by striking out “public-welfare services (hereinafter in this title referred 
jo as ‘child-welfare services’) for the protection and care of homeless, dependent, 
and neglected children, and children in danger of becoming delinquent”, and in- 
gerting in lieu thereof the following : “child-welfare services” ; and 

(B) by inserting after the period the following new sentence: “For the pur- 

of this part 3, the term ‘child-welfare services’ means those social services 
that supplement or substitute for parental care and supervision for the purpose 
of (1) protecting and promoting the welfare of children and youth, (2) prevent- 
ing neglect, abuse, or exploitation of children and youth, (3) helping overcome 
problems that result in dependency, neglect, or delinquency of children and 
youth and correcting these conditions when they occur, and (4) when needed, 
viding adequate care in foster homes, adoptive homes, child-care institutions, 
or other facilities for children and youth who are away from home.” 


1 AMENDMENT 6—-28-60-C—INTRODUCED BY SENATOR HUMPHREY 
(IDENTICAL TO THE FOLLOWING AMENDMENTS: NO. 8, 6—-27-60-A, 
INTRODUCED BY SENATOR KEATING; NO. 13, 6-27-60-I, INTRODUCED 
BY SENATOR SCHOEPPEL; AND NO. 24, 6-29-60-X, INTRODUCED BY 
SENATOR HARTKE) 

STAFF ANALYSIS 
Increases the social security earnings limitation from $1,200 to $1,800 per year. 
Cost—$616 million per year, or 0.19 percent of payroll, on a level premium 


basis. 
Financing.—No tax increase provided to cover added cost to program. 


Views OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6-28-—60-C 
See joint report on page 480. 


TEeExT OF AMENDMENT 6—28-60—C 
Intended to be proposed by Mr. HuMprrey to the bill (H.R. 12580), viz: On 
page 80, between lines 3 and 4, insert the following new section: 

Sec. 211. (a) (1) Paragraphs (1) and (2) of subsection (e) of section 203 
of the Social Security Act are amended by striking out “$1,200” wherever it 
appears therein and inserting in lieu thereof $1,800", and (2) such paragraphs 
and paragraph (1) of subsection (g) of such section are amended by striking 
out “$100 times” wherever it appears therein and inserting in lieu thereof “$150 
times”. 

(b) The amendments made by subsection (a) shall be effective, in the case 
of any individual, with respect to taxable years of such individual ending after 
1960. 


17. AMENDMENT 6-28-60-D—INTRODUCED BY SENATOR HUMPHREY 


Allows an employer a credit against his income tax for the employment of 
older persons. The amount of the credit granted would be equal to the increase 
in the employer's cost of doing business resulting from the employment of persons 
who are above the age of the younger employee who could reasonably be hired 
to perform substantially the same duties if no factor other than age were taken 
into account. The amount of the credit would be limited by the amount of tax 
imposed reduced by other allowable credits. 

Cost.—See report of Treasury Department. 

VIEWS OF DEPARTMENT OF TREASURY ON AMENDMENT 6—28-60—D 
JuLy 12, 1960. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CuHairnMAN: This is in response to your request for the views of 
this Department on an amendment (6—-28-60-D) intended to be proposed by 
Mr. Humphrey to the bill H.R. 12580 to extend and improve coverage under the 
Federal old-age, survivors, and disability insurance system * * * 
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This amendment would allow to an employer as defined in section 3401 (q 
(relating to collection of income tax at source on wages) a credit against his 
income tax for the employment of older persons. 






































The amount of credit granted would be equal to the increase in the employer's tax Inc 
cost of doing business resulting from the employment of persons who are above a? 
the age of the youngest employee who could reasonably be hired to perform sub. ingly, 
stantially the same duties if no factor other than age were taken into account ourag! 
The bill defines an increase in cost to include “any expenditure made by an ag 
employer in the conduct of his trade or business (including insurance premiums ae 
contributions to pension funds, contributions to medical costs, contributions ty wobje 
workmen’s compensation funds, and any other trade or business expense, inelyd. 
ing the increased cost of training an older worker and increased cost of maip. 
taining an increased medical and nursing staff where older persons are em- 
ployed * * *).” Increases in cost refer not only to those attributable to an 
individual employee but also to older employees generally. 

The amount of the credit would be limited by the amount of tax imposed Te 
duced by other allowable credits. The proposed credit would be in addition 
to existing allowable deductions. 

The tax benefit granted by this proposed amendment is in the form of a tay Hon. F 
credit. Consequently, the Government in effect would bear all of the additiong) Chair? 
costs resulting from hiring older workers, up to the point where the employ- DEA 
er’s tax liability for the taxable year is eliminated. 960 

Since the definition of older worker includes any worker older than the young. ok 
est worker who could perform substantially the same duties, workers whose ages Thi 
are 25, 35, 45, or almost any age could be classified as “older workers.” The der 
Government, thus, would bear for the employer the entire additional costg of The 
these workers through a reduction of his tax by an amount equal to this excess that 2 
cost of hiring these “older workers.” force 

Section 162 of the code already allows employers a deduction for “all the of mi: 
ordinary and necessary expenses” of carrying on any trade or business. There Ho 
fore, such amounts paid to or on behalf of workers, whether younger or older, twor 
are deductible. Thus, under the amendment, an employer will always receive (1) 
a larger tax reduction than the additional cost of the older worker (assuming ment 
that the older worker performs substantially the same duties as a younger | pi: 
worker) because he will get back the entire additional cost as a tax credit and | gpjc' 
in addition take a larger regular deduction. tiona 

The benefits realized by the employer will depend upon his tax rate. For (2 
those proprietorships, partnerships and small business corporations (electing ploye 
to be taxed under subchapter 8) who are subject to marginal tax rates higher | creas 
than the regular corporate rates the benefits will be greater than in the case ofa ]| ap jj 
corporation. ploy 

The amendment would be extremely difficult, if not impossible, to administer | elie 
effectively. It involves concepts which are not easily measurable. There ar W 
no adequate guides or objective tests which would be readily available to the | and 
several million employers, or to the Internal Revenue Service, for use in making the 
the required determinations of cost differentials in relation to employees’ wages. fron 
These cost differentials vary widely among industries, among firms within the | men 
same industry, and even among positions within the same firm. For example, it T 
would be necessary to determine exactly the lowest age at which an employee | mis 





could be hired to perform satisfactorily each one of thousands of jobs. While 
certain of the increased costs, such as higher insurance premiums for older 
workers, could be determined, it would be almost impossible to lay down specific, 
or even general, rules for determining “any other trade or business expense, it- 
eluding the increased cost of training an older worker and increased cost of 
maintaining an increased medical and nursing staff necessary where older per 
sons are employed, * * *” The language is vague and subject to various it- 
terpretations and whether regulations called for by this amendment were made 
specific or general, there would doubtless be a considerable volume of litigation 
over the definition of terms. 

The revenue cost of this amendment could be substantial, on the order of 
billions of dollars. Because of the broad definition of “older workers” whieh 
can cover workers of almost any age, a part of labor costs of workers at present 
employed could qualify for the tax credit. This would account for the greater 
part of the revenue loss. To the extent that this amendment encouraged the 
additional employment of older workers, there would be additional revenue 1oss. 
Since factors other than the tax credit will affect the hiring of older workers, 
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it is difficult to estimate to what extent employers will take advantage of the 





it. 

Aside from the impact on revenue and the administrative difficulties, special 
gx incentive measures such as proposed in this amendment lead to resentment 
mthe part of taxpayers who do not receive similar favored treatment. Accord- 

, while the Treasury Department is in sympathy with the objective of en- 








oan ouraging employers to hire older workers, it does not favor the enactment of 
i ihis amendment. 
ie The Bureau of the Budget has advised the Treausry Department that there is 





w objection to the presentation of this report. 
Sincerely yours, 





JAY W. GLASMANN, 
Assistant to the Secretary. 







VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON 
AMENDMENT 6-28-60-—D 










DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, July 11, 1960. 





fon. Harry F’. Byrn, 
Chairman, Committee on Finance, U.S. Senate, Washington, D.C. 

Deak Mk. CHAIRMAN: This letter is in response to your request of June 29, 
160, for a report on amendment 6-28-60—-D to H.R. 12580, “Social Security 
Amendments of 1960,” 

This amendment would provide preferential tax relief to employers who hire 
older workers. 

The Department strongly favors the employment of older workers. We believe 
tht many capable older people have a great contribution to make to the work 
force and economy of our country, no small part of which is being lost because 














I the of misconceptions which prevail regarding the older worker. 

here- However, we do not favor amendment 6-28-60-D to H.R. 12580 because of 
det, | two reasons : 

ceive (1) It assumes that a premium must be paid to induce the increased employ- 





ment of older persons. There is increasing evidence that employer reluctance 
to hire the older worker vanishes when the true facts are known about benefits 
which may accrue to an employer who avails himself of the stability and addi- 


tional experience of the mature worker. 














For (2) It infers that older people are a liability rather than an asset as em- 
cting | ployees, particularly, the reference on page 2, lines 19-22, “including the in- 
gher ereased cost of training an older worker and increased cost of maintaining 
ofa am increased medical and nursing staff necessary where older persons are em- 
ployed.” Psychologically, this presents a gloomy picture and statistically, we 
ister | believe, an inaccurate one. 
; are With respect to the relationship of this proposal to our national tax policy 
) the and to the administration of the internal revenue laws, we defer to the views of 
king the Treasury Department; and with respect to the evaluation of the proposal 
ges. from the point of view of labor-management relations and manpower require- 
the ments, we defer to the Labor Department. 
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The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 
Sincerely yours, 






Rosert A. ForsyTHe, 
Assistant Secretary. 
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TExT OF AMENDMENT 6—28—60—D 


Intended to be proposed by Mr. HuMpuREy to the bill (H.R. 12580), viz. On 
page 184, after line 14, insert the following new section: ‘ 


AMENDMENTS TO INTERNAL REVENUE CODE RELATING TO TAX CREDIT FOR EMPLOY MEN? 
OF OLDER PERSONS 5 


Sec. 710. (a) (1) Part 1V of subchapter A of chapter 1 of the Internal Reye 
nue Code of 1954 (relating to credits against tax) is amended by redesignating 
section 38 as section 39 and by adding after section 37 the following ney 
section : 


“SEC. 38. CREDIT FOR EMPLOYMENT OF OLDER PERSONS. 

“(a) In GENERAL,—In the case of an employer (as defined in section 3401(4)) 
there shall be allowed as a credit against the tax imposed by this chapter for 
the taxable year an amount determined under subsection (b). 

“(b) AmouNT oF CrepiT.—The credit allowed an employer by subsection (ag) 
for any taxable year shall be an amount equal to the increase in his cost of 
doing business during such year which results from the employment of older 
persons, as determined under regulations prescribed by the Secretary or his 
delegate. For purposes of this subsection, any expenditure made by an employer 
in the conduct of his trade or business (including insurance premiums, cop. 
tributions to pension funds, contributions to medical costs, contributions to 
workmen's compensation funds, and any other trade or business expense, ip. 
cluding the increased cost of training an older worker and increased cost of 
maintaining an increased medical and nursing staff necessary where older per. 
sons are employed, within the meaning of section 162), whether attributable to 
an individual employee or to the employees of such employer generally, shall be 
considered an increase in the cost of doing business which results from the em 
ployment of older persons to the extent that it would not have been required 
or made if the age of each employee involved were the lowest age at which an 
employee could reasonably (and consistently with the sound operation of the 
trade or business) be hired to perform substantially the same duties (and no 
factors other than age were taken into account). 

“(c) Crepir Not To Cause Rerunp or Tax.—-The credit allowed by subsection 
(a) shall not exceed the amount of the tax imposed by this chapter for the 
taxable year, reduced by the sum of the credits allowable under the provisions 
of this part other than this section and sections 31 and 32. 

“(d) Crepir In AppiITion To Depuctions.—The credit allowed by subsection 
(a) shall be in addition to, and shall not reduce or otherwise affect, any de 
duction which may be allowable under this chapter.” 

(2) The table of sections for such part IV is amended by striking out 

“See. 38. Overpayments of tax.” 
and inserting in lieu thereof 


“Sec. 38. Credit for employment of older persons. 
“Sec. 39. Overpayments of tax.” 

(b){1) Section 36 of the Internal Revenue Code of 1954 (relating to dis 
allowance of credits to individuals paying optional tax or taking standard de 
duction) is amended by striking out “and 35” and inserting in lieu thereof “35, 
and 38”. 

(2) Section 37(a) of such Code (relating to retirement income credit) is 
amended by striking out “and section 35 (relating to partially tax-exempt in- 
terest)’’ and inserting in lieu thereof “section 35 (relating to partially tax 
exempt interest), and section 38 (relating to credit for employment of older 
persons)”. 

(c) The amendments made by this Act shall apply only with respect to tar 
able years ending after the date of the enactment of this Act. 


18. AMENDMENT 6—-28-60-E—INTRODUCED BY SENATOR HUMPHREY 
STAFF ANALYSIS 


Transfers domestic program of surplus food distribution from the Department 
of Agriculture to Department of Health, Education, and Welfare. Authorizes 
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secretary of Health, Education, and Welfare to give assistance to State and local 
evernments in distributing surplus foods, including storage, and report to 
(ongress On a formula for division of the funds requested by local governments, 
ised On per capita revenues and the relative numbers of needy persons. Directs 
the Secretary of Health, Education, and Welfare to institute a food stamp plan 
for needy individuals in areas with a specified amount of unemployment and 
oral areas of low net income and standard of living. (Public Law 86-341, 
acted last September, authorized (but did not direct) the Secretary of Agri- 
































































Reve. qjiture to establish a food stamp system for the distribution of surplus com- 
ating nodities to needy persons during the period February 1, 1960, and January 31, 
new 2. The Secretary has not yet exercised his authority under this enactment.) 
(ost —This amendment gives the Secretary of Health, Education, and Welfare 
proad regulatory authority to determine eligibility for and amount of assistance 
(d)), to be provided. The administrative costs for the direct distribution would also 
r for | depend on a number of factors, such as State and local expansion of the present 
program. Because of these variable factors it is impossible for the staff to 
1 (a) | estimate the cost at this time. j 
st of Financing.—Additional cost would be paid out of general revenue. 
Older : , 
r his Views OF DEPARTMENT OF HEALTH, Epve ATION, AND WELFARE ON AMENDMENT 
loyer 6-28—60-E 
bad The Department of Health, Education, and Welfare would recommend against 
” ito adoption of amendment 6—28—G0-E to H.R. 12580. The reasons for this recom- 
* iD wendation are as follows: The proposed transfer of the direct commodity 
at of distribution program from the Department of Agriculture to the Department of 
per Health, Education, and Welfare, with distribution of food to schools and needy 
le to jersons overseas being left in the Department of Agriculture, would entail sub- 
II be stantial duplication of effort and corresponding additional expenses in the two 
) departments. Such a transfer would also mark an undesirable change in the 
lired emphasis of the commodity distribution program from an adjunct of agricultural 
hs support operations to a program predominantly welfare-focused. The stamp 
the plan proposed in the amendment would further increase the Federal share of 
d no mblic assistance expenditures, which is already disproportionately high. 
Finally, such a stamp plan would at best be of only limited benefit to welfare 
‘tion recipients; it might actually be detrimental to them if, as is possible, it led to 
the | an appreciable reduction in the cash assistance they now receive from State 
‘ions | agencies. 
tion TExT OF AMENDMENT 6—28-—60-BP 
> de | Intended to be proposed by Mr. HUMpHREy to the bill (H.R. 12580), viz: At the 
end of the bill add the following new title: 
TITLE VIII—DISTRIBUTION OF SURPLUS FOOD 
SHORT TITLE 
Sec. 801. This title may be cited as the “Food Act of 1960”. 
= STATEMENT OF PURPOSES 
“30, Sec. 802. It is the purpose of this title to (1) transfer the domestic program 
of direct commodity distribution to the needy from the Department of Agricul- 
) is | ture to the Department of Health, Education, and Welfare, (2) to provide for 
in- | the extension and expansion of the direct commodity distribution program by 
tax | authorizing assistance to State and loeal governments in administering and 
lder | handling such programs, and (3) provide for a food stamp plan for the purpose 





of securing an adequate and proper diet of foods high in nutritional value which 
are ordinarily consumed in inadequate quantities by the unemployed, the needy, 
and persons with low income, and others in designated industrial areas of labor 
surplus and low-income rural areas. 










DEFINITION 
EY 






Sec. 808. As used in this tithe— 
_ (a) The term “food commodity” means any food product ratsed or produced 
in the United States on farms, including agricultural, horticultural, and dairy 
products, livestock, poultry, and honey. 







ent 
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(b) The term “direct commodity distribution” means the program for the 
distribution of food commodities transferred to the Secretary of Health, Edye. 
tion, and Welfare under section 804 of this title. 

(c) The term “food stamp” means a certificate, coupon, or other similar med- 
ium of exchange issued to eligible recipients. 

(d) The term “State” includes the District of Columbia, Puerto Rico, and 
the Virgin Islands. 

(e) The term “Secretary” means the Secretary of Health, Education, and 
Welfare. 

(f) The term “eligible food store’ means an established grocery store, or 
merchant engaged in the distribution of food at the retail level, located ip the 
community, meeting such requirements of eligibility as may be prescribed by 
the Secretary. 

(g) The term “needy person” means any person so designated by any Federaj 
or State authority approved by the Secretary as a certifying agency : Provided, 
That such term shall include persons so designated who are served by the 
Bureau of Indian Affairs. 


TRANSFER OF DOMESTIC FOOD PROGRAMS TO DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 


Sec. 804. Not later than ninety days after the date of enactment of this title 
the administration of the direct commodity distribution programs under section 
416(3) of the Agricultural Act of 1949, as amended, is, except as hereafter pro. 
vided, hereby transferred to the Secretary of Health, Education, and Welfare 
and all functions and activities carried out by the Secretary of Agriculture 
under such section shall be carried out by the Secretary within the Department 
of Health, Education, and Welfare. Such transfer shall not apply with respect 
to the donation of food commodities under such section for use in nonprofit 
school-lunch programs and in nonprofit summer camps for children. 


TRANSFER OF AGRICULTURAL FOOD PRODUCTS 


Sec. 805. To facilitate the administration and continuation of such program, 
upon request by the Secretary of Health, Education, and Welfare, the Secretary 
of Agriculture and the Commodity Credit Corporation shall make available a 
maximum quantity of the agricultural food products acquired by the Commodity 
Credit Corporation. The Secretary shall reimburse the Commodity Credit 
Corporation for costs incurred by the Corporation in making such commodities 
available to the Secretary under the provisions of this title. The Commodity 
Credit Corporation shall upon request of the Secretary arrange for the proces* 
ing, packaging, and delivery to designated points of any agricultural foo 
product. 

ADMINISTRATIVE ASSISTANCE TO STATES 


Sec. 806. The Secretary is authorized to give assistance to State and local 
governments in meeting the costs of food distribution, including local storage, 
under the direct commodity distribution program to the needy in charitable it- 
stitutions and family units. Such assistance shall be made available in accord 
ance with standards developed by the Secretary and used as the basis for 
securing the appropriation of funds for this purpose. To this end the Secre 
tary shall conduct a study of the current expenditures of local governments 
the direct commodity distribution program, the amount necessary to extend and 
expand the program as directed in this title, including the addition of other 
cities and counties in the program, and report to the Congress on a formula 
for division of the funds requested, such formula to be based on the per capita 
revenues of the local government from whatever source, and the extent of need 
as represented by needy persons eligible under such program. 


STANDARDS FOR ELIGIBILITY 


Sec. 807. (a) The Secretary is authorized and directed to establish minimum 
and maximum standards of eligibility for participation in the program of food 
distribution to needy persons. Such minimum and maximum standards shall 
establish the lower and upper limits in terms of income or other resources whit 
an individual or family may have and be eligible for participation. The failure 
of a State or local subdivision thereof to adhere to such standards shall const 
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tate a bar to participation in this program: Provided, That the right of any 
State or local subdivision thereof currently participating in this program to 
continue to do so shall not be denied under any such standards until the ap- 
riate legislative body of such unit of government shall have had reasonable 
rtunity to adjust standards to those established by the Secretary: And 
ovided further, 'That no State or local government which denies food available 
ynder the direct commodity distribution program to needy persons who are in- 
digible for reasons of lack of legal residence only shall be permitted to partici- 
pate in such program. 


OTHER AID AS RELATED TO STANDARDS 


Sec. 808. In establishing minimum standards in the direct commodity dis- 
tribution program, the Secretary shall deal specifically with recipients of other 
types of aid under the Social Security and related Acts, as well as the assistance 
available from State and local governments and shall bear in mind that the 
receipt of other types of assistance, as such, shall not bar participation. Maxi- 
mum standards for participation shall, insofar as possible, relate only to income 
wrrently available to needy persons on a per capita basis. 


food STAMP PLAN TO SUPPLEMENT DIRECT COMMODITY . DISTRIBUTION FOR NEEDY 
FAMILIES IN DESIGNATED AREAS 


Sec. 809. The Secretary is further authorized and directed to establish and 
administer a food stamp plan to supplement the direct commodity distribution 
program for needy individuals in family units or in charitable institutions in 
areas— 

(1) Designated by the Secretary of Labor as industrial areas in which there 
has existed substantial and persistent unemployment for an extended period of 
time. There shall be included among the areas so designated any industrial 
area in which there has existed unemployment of not less than (A) 12 per 
entum of the labor force of such area during the twelve-month period immedi- 
ately preceding the date on which an application for assistance is made under 
this title, (B) 9 per centum of such labor force during at least fifteen months 
of the eighteen-month period immediately preceding such date, or (C) 6 per 
ceentum of such labor force during at least eighteen month of the twenty-four- 
month period immediately preceding such date. Any industrial area in which 
there has existed unemployment of not less than 15 per centum of the labor 
force during the six-month period immediately preceding the date on which ap- 
plication for assistance is made under this title may be designated as an eligible 
area if the Secretary of Labor determines that the principal causes of such 
unemployment are not temporary in nature. 

(2) Designated by the Secretary of Agriculture as predominantly rural areas 
where the net income and standard of living of farm families or rural nonfarm 
families are substantially below the average of other rural counties. 


PROGRAM REGULATIONS 


Sec. 810. The Secretary shall issue regulations with respect to the operation 
of the food stamp program authorized by this title. Such regulations shall in- 
dude the express requirements of this title; the responsibilities to be assumed 
by, and the other conditions to be met by, State agencies; and such other rules 
as the Secretary deems necessary to accomplish the purposes of this title. 


ELIGIBLE HOUSEHOLDS 


Sec. 811. (a) Households eligible to participate in the food stamp program 
shall be those determined by the Secretary to be in economic need of food 
assistance. 

(b) The Secretary shall include in the regulations issued pursuant to this 
title the broad categories of households determined to be in economic need of 
food assistance and the basic procedures to be followed by State agencies in 
the certification of eligible households. 
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ISSUANCE AND USE OF FOOD STAMPS 


Sec. 812. (a) The Secretary shall arrange for the issuance of food stam 
to State agencies and for the payment for such stamps by such State Agencies 
The cost of the food stamps issued to any State agency shall be an amount 
equal to the price charged eligible households for such stamps. 

(b) The food stamps issued to any State agency shall be distributed only 
to households in the designated areas which have been certified by the State 
agency as eligible to participate in the food stamp program. 

(c) The food stamps issued to any eligible household shall be used only to 
purchase food in mercantile establishments selling food at retail which have 
been approved by the State agency to accept food stamps under the regulations 
issued pursuant to this title. 


VALUE AND COST OF FOOD STAMPS TO BE ISSUED 


Sec. 813. (a) The face value of food stamps to be issued to any eligible 
household shall be in such amount as is designed to provide increased foog 
purchases and improved diets in such household. The Secretary shall take 
such measures as he deems practicable and feasible to encourage the purchase 
of foods designated by the Secretary of Agriculture as being in abundant supply 
by households receiving food stamps. 

(b) Eligible households shall be charged by the State agency for such part 
of the face value of the food stamps issued to them as the Secretary determines 
will provide reasonable assurances that the normal food expenditures of eligible 
households will be continued under the food stamp program. 


AGREEMENTS WITH MERCANTILE ESTABLISH MENTS 


Sec. 814. Any mercantile establishment selling food at retail which desires 
to accept food stamps under the food stamp program shall enter into an agree 
ment with the State agency. The minimum provisions to be included in any 
such agreement shall be included by the Secretary in the regulations issued 
pursuant to this title. 

REDEMPTION OF FOOD STAMPS 


Sec. 815. (a) The Secretary shall provide a procedure for the face-value re 
demption of food stamps accepted by approved mercantile establishments, 
Such procedure may include the use of, the advance of funds to, and the payment 
for services rendered by banking institutions, Payments for such services may 
be made without regard to the provisions of existing laws governing the expendi- 
ture of public funds. 

ADMINISTRATION AND ENFORCEMENT 


Sec. 816. (a) State agencies may utilize the services of welfare or public 
assistance agencies of local units of government and each State agency shall 
submit, for the approval of the Secretary, a plan of operation describing the 
methods and agencies it will use to carry out the responsibilities and functions 
assigned to it under the regulations issued pursuant to this title. 

(b) State agencies shall keep, or cause to be kept, such accounts and records 
as the Secretary deems necessary to determine whether the provisions of this 
title, or the regulations issued pursuant thereto, are being complied with. Such 
accounts and records shall be available at all times for inspection and audit 
by the Secretary and shall be preserved for such a period of time, not in excess 
of three years, as the Secretary determines is necessary. 

(c) The Secretary shall provide in the regulations issued pursuant to this 
title for the suspension from participation in the food stamp program any 
State or political subdivision thereof, any participating household, or any regi* 
tered mercantile establishment found to have violated any provision of this 
title or the regulations issned pursuant thereto. 

(d) The Secretary shall have the power to determine, adjust, compromise, 
or reduce any claim or claims arising under this title and such action shall 
be final and shall not be reviewable by any other officer or agency of the 
Government. 

CRIMINAL PROVISIONS 


Sec. 817. (a) Whoever shall falsely make, alter, forge, or counterfeit, or 
cause or procure to be falsely made, altered, forged, or counterfeited, any food 
stamp for the purpose of obtaining or receiving, or of enabling any other person 
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to obtain or receive, directly or indirectly, from the United States or any of 
is officers or agents, any money or other thing of value, and whoever shall 
transfer or utter as true, or cause to be transferred or uttered as true, any 
false, forged, altered, or counterfeited food stamp with intent to defraud the 
Ynited States, any State agency, or any mercantile establishment or person, 
shall upon conviction thereof, be fined not more than $5,000 or imprisoned not 
more than ten years, or both. 

(b) Any person not being so authorized by this title or the regulations issued 
yorsuant thereto, who shall have food stamps in his possession or under his 
entrol, or any person who shall use, transfer, or acquire food stamps in any 
manner not authorized by this title, or the regulations issued pursuant thereto, 
or who shall buy, sell, or exchange food stamps without being authorized to do 
w by this title or regulations issued pursuant thereto shall be guilty of a mis- 
demeanor and shall, upon conviction thereof, be fined not more than $5,000 or 
imprisoned for not more than one year, or both. 


MISCELLANEOUS PROVISIONS 


Sec. 818. (a) Nothing in this title shall be construed as intending or justify- 
ing the lowering of standards of public assistance. 

(b) The value of food stamps provided to any participating household which 
are in excess of the price paid for such stamps by any participating household 
shall not be deemed to be income or resources for the purpose of sections 
9(a)(7), 402(a) (7), 1002(a) (8), and 1402(a)(8) of the Social Security Act, as 
amended. 

APPROPRIATIONS AND FUNDS 


Sec, 819. (a) There are hereby authorized to be appropriated such sums as 
may be necessary to carry out the purposes of this title and any part of such 
appropriation may be transferred to and made a part of the special fund created 
insubsection (b) of this section. 

(b) The sums collected pursuant to section 805 of this title for the issuance 
to State agencies of food stamps shall be deposited into the Treasury of the 
United States as a special fund without fiscal year limitation to be available for 
the redemption of such stamps. 


EFFECT ON OTITER ASSISTANCE PROGRAMS 


Seo. 820. Any benefits received under this title shall not be deemed to be 
income or resources for the purposes of any provisions of the Social Security 
Act, nor shall such benefits be used to justify any decrease of cash or other 
benefits paid to any individual by any State or local subdivision thereof. 


19. AMENDMENT 6-28-60—-F—INTRODUCED BY SENATOR HUMPHREY 


STAFF ANALYSIS 


Under old-age assistance, aid to the blind, and aid to the permanently and 
totally disabled programs the State must take into account all income and 
resources (needs test). Amendment modifies this requirement so as to exempt 
(1) the first $50 a month of earned income, (2) ownership of a home having an 
assessed value of less than $5,000, (3) surplus food donated under the Com- 
modity Credit Corporation, and (4) the first $1,200 of personal property (defined 
to exclude clothing, furniture, household equipment, fuel, personal jewelry and 
other personal effects), and also requires the State to disregard the ability of 
family and relatives to provide support. (Similar provisions for the aid to 
dependent children with slightly different earned income exemptions.) Adds 
a State plan requirement for all programs that there be no discrimination on 
account of sex in determining need. Reduces eligibility age to 62 for women 
(now 65) for old-age assistance and amends residence provision so that the 
maximum imposed for all programs cannot be longer than a year immediately 
preceding application. Provides for direct payments to persons who are not 
eligible under State plans because of residence requirements, in the amount of 
the Federal share of such assistance payments. Requires States to have plans 
approved under each of the public assistance titles before there will be any 
Federal payments, 
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Cost.—Overall cost unknown. Largest cost would come from additiong) 
persons made eligible for payments and no information is available as to the 
size of this group. Only cost estimates which are available are on the following 
two provisions. 

The $50 a month income exemption for old-age assistance recipients, pres. 
ently on the rolls—$15 million a year additional Federal expenditure, 
Reduction of the qualifying age for old-age assistance for women—g55 
million a year additional Federal expenditures. 
Cost of other provisions undetermined. 
Financing.—Federal share paid out of general revenue. 


VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON Aweyp. 
MENT 6—-28—60—-F 

Hon. Harry F. Byrp, 

Chairman, Committee on Finance, 


U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: This is in response to your request for a report on an 
amendment to H.R. 12580 (designated as 6-28-60-F) intended to be proposed 
by Senator Humphrey. 


1. MODIFICATION OF INCOME-AND-RESOURCES REQUIREMENT 


The major proposal is to amend the public assistance titles to require the 
States in making a determination of need, to disregard certain earned income 
and other resources. The first $50 per month of earned income would have to 
be disregarded under titles I and XIV (as it now is under title X). Under title 
IV, the first $15 and $30 per month earned by the child and his “parent or guar. 
dian,” respectively, would have to be disregarded. In addition, under each title, 
the following resources would have to be disregarded: (a) ownership of a home 
having an assessed value (less encumbrances) of $5,000, (0) the ability of the 
individual’s family and relatives to support him, (¢c) surplus foods provided from 
Commodity Credit Corporation stocks, and (d) the first $1,200 in value (above 
encumbrances) of personal property, as well as personal effects, and interment 
plots or burial trust funds or insurance or contract rights not exceeding $500 
in value; except that the amendments to title IV are limited to resources men- 
tioned under (a) and (c) above. 

The implication of this proposal for the public assistance program is a serious 
one. Public assistance is designed to meet the individual’s need after his own 
income and resources have been taken into consideration. It is the contributory 
social insurance program that is designed to provide benefits on the basis of pre 
vious earnings (weighted in favor of the lower earnings brackets) and without 
regard to the individual’s need. It is important that this distinction between the 
two programs be kept clear. The exemption of income proposed in this amend- 
ment is unsound in principle in that it is inconsistent with the supplementary na- 
ture of the public assistance program and would tend to give the assistance pro 
gram some of the qualities of a pension. Moreover, the underlying assumption 
of the proposal that it would generally help recipients achieve a higher stand- 
ard of living is erroneous. For the majority of people, with no earnings or 
hope of earnings, enactment of this proposal could actually reduce the assistance 
they are receiving. This could come about by States giving aid to additional 
people and increased aid to some people without increasing the State funds 
appropriated. Thus, the few with earnings would be better off, by far, than the 
many without earnings. 

With respect to the provisions which would require exemption of certain re 
sources other than income, we believe that the States already have under present 
law all the necessary latitude. The California old-age assistance plan, for ex 
ample, permits a recipient to retain a home with as much as $5,000 assessed value 
less encumbrances, and personal property up to $1,200. The extent to which the 
present amendment goes raises serious question as to whether public assistance 
would any longer be a genuine program of assistance based on individual need. 
Moreover, even if the amendment did not go beyond the now permissible limits 
of the income-and-resource clause, it would be objectionable in that it would 
require the States to establish such exemptions, thus bringing additional persons 
into the States’ public assistance programs without regard to the capacity of 
many States to support adequate assistance payments to them. To establish 
any such exemption as a Federal requirement seems to us to impose Federal 
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controls in a matter which should be left to the States within the limits of the 
resent income and-resources requirement. What is said below as to certain 
other proposals to impose restrictions on the States is also applicable here. 


2. OTHER RESTRICTIONS ON STATE POLICY 


Other provisions of this proposal would amend the public assistance titles 
to (1) require States to have plans approved under each of the other publie 


assistance titles in order to receive Federal funds under any title; (2) require 


that the State plans be administered by the State agency in the political sub- 
divisions, instead of permitting the State agency to limit itself to supervision of 
sch administration; (8) require State plans to provide against discrimination 
phased on sex in determining need; (4) reduce the age requirement for women in 
old-age assistance from 65 to 62 years by prohibiting the approval of a State 
plan that imposes an age requirement in excess of the retirement age under title 
ll; (5) reduce the maximum State residence requirement from 5 years to 1 year 
in the program for the aged, blind, disabled; (6) provide to otherwise eligible 
individuals, until they have satisfied a State’s residence requirement, a direct 
Federal payment equal to the Federal share of the assistance payment the in- 
dividual would have received if he had satisfied such requirement; (7) provide 
for the withholding of Federal funds if a lien or transfer of any interest in the 
home is required as a condition of eligibility; and (8S) provide that assistance 
paid is for the needs of the recipient only and shali not be regarded as income 
of any other person. 

In addition, the so-called Jenner amendment, relating to publie access to State 
public assistance records (sec. 618 of the Revenue Act of 1951), would be re- 
pealed, and any marking on assistance checks, warrants, or envelopes that would 
indicate that the recipient is a needy person would be prohibited. 

While we recognize that some of these provisions may have a desirable ob- 
jective, we are seriously concerned about the approach taken in these amend- 
ments to the administration of public assistance under the Social Security Act. 
A major objection to a number of these provisions is the control they would 
impose upon the States through Federal law. Some of these provisions would 
remove from the States the options they now have to determine the scope and 
coverage of their programs. Another would impose on all States a rigid pattern 
of direct administration of the programs in the localities by the State agency, 
rather than permit the option of local administration under supervision of the 
State agency now available under the Federal act. Such amendments are in- 
consistent with the basic responsibility of the States to define the conditions 
that govern the administration of their programs, and with the principle that 
Federal conformity requirements should be limited to those provisions which 
are considered indispensable to a genuine public assistance program based on in- 
dividual need or which are otherwise essential from the point of view of the 
national interest in the program. 

Most of the above-mentioned provisions would not seem to meet these tests. 
Item 6, moreover, would introduce the undesirable innovation of direct Federal 
assistance payments in order to meet a problem which, we believe, should be re- 
solved within the framework of the present system of State assistance programs. 
We, therefore, do not believe that the proposed amendment offers a sound ap- 
proach to the definition of the Federal role in public assistance under our system 
of Federal-State cooperation in this field. 

For the above-stated reasons we recommend against enactment of the 
amendment. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
hission of this report to your committee. 

Sincerely yours, 
Rospert A. ForSYTHE, 
Assistant Secretary. 
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Text OF AMENDMENT 6—28-—-60-F 


Intended to be proposed by Mr. Humpurey to the bill (H.R. 12580), viz: At the 
end of the bill add the following new title: 


TITLE VIII—PUBLIC ASSISTANCE 
SHORT TITLE 


Sec. 801. This title may be cited as the “Humanitarian and Old-Age Rights 
Act”. 
STATEMENT OF PURPOSE AND POLICY 


Sec. 802. It is the purpose of this title to provide more effectively for the 
protection, care, and assistance of the people of the United States who are in 
need thereof, and to promote the welfare and happiness of the people of the 
United States by providing public assistance to its needy and distressed. It jg 
the policy of the Congress that assistance under titles I, IV, X, and XIV ¢ 
the Social Security Act, as amended by this title, shall be administered promptly 
and humanely, with due regard for the preservation of family life and without 
discrimination on account of race, religion, or political affiliation, and that 
such assistance shall be so administered as to encourage self-respect, self-reliance, 
and the desire to be a good citizen, useful to society. Titles I, IV, X and Xty 
of the Social Security Act shall be liberally construed in order to carry out 
this purpose and policy. 

OLD-AGE ASSISTANCE 


Sec. 803. ( a)(1)(A) Section 2(a)(1) of the Social Security Act is amended 
to read as follows: “(1) provide that it s)_all be in effect in all political sub. 
divisions of the State ;” 

(B) Section 2(a) (3) of such Act is amended to read as follows: “(3) provide 
for the establishment or designation of a single State agency to administer the 
plan ;”’. 

(2) Section 2(a)(7) of such Act is amended to read as follows: “(7) provide 
that the State agency shall, in determining need, take into consideration any 
other income and resources of an individual claiming old-age assistance ; except 
that, in making such determination, the State agency shall disregard (A) the 
first $50 per month of earned income, (B) the ownership of such individual 
(alone or with his or her spouse) of a home having an assessed value, less all 
encumbrances of record thereon, of less than $5,000 (except to the extent that 
he is receiving rental income therefrom), (C) the ability of such individual's 
family and relatives to provide for his support, (D) any donations of surplus 
food which have been made to such individual from stocks of the Commodity 
Credit Corporation, and (E) the first $1,200 in value (over and above all e& 
cumbrances of record) of personal property owned by such individual ;”. 

(3) Section 2(a) of such Act is further amended by striking out the final 
period and inserting in lieu thereof a semicolon and the following: “and (12) 
provide that there will be no discrimination based on sex in determinng the 
needs of individuals receiving assistance under the plan.” 

(4) Section 2(a) of such Act is further amended by adding after clause (12) 
the following new sentence: “For purposes of clause (7} (FE), no life insurance 
policy shall be valued at more than its present surrender value to the individual, 
and the term ‘personal property’ shall not include (i) the individual's clothing, 
furniture, household equipment, foodstuffs, fuel, personal jewelry, or other 
personal effects, or (ii) interment plots, money placed in trust or insurance for 
funeral, interment, or similar expenses, or any contact rights connected there 
with, if such money, insurance, or contract rights do not exceed $500 in value.” 

(5) Section 2(b) (1) of such Act is amended to read as follows: 

“(1) An age requirement at any given time of more than the age which at 
such time constitutes retirement age for purposes of title II of this Act; or”. 

(6) Section 2(b)(2) of such Act is amended to read as follows: 

“(2) Any residence requirement which excludes any resident of the State 
who has resided therein continuously for one year immediately preceding the 
application ; or”. 

(b) The second sentence of section 1 of such Act is amended by inserting be 
fore the period at the end thereof a semicolon and the following: “but no payment 
shall be made under this title to any State which has not also submitted, and 
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had approved by the Secretary, State plans for assistance under titles IV, X, 
and XIV”. 
(c) Section 4 of such Act is amended by striking out “or” at the end of para- 
ph (1), by adding “or” at the end of paragraph (2), and by inserting after 
paragraph (2) the following new paragraph: 

“(3) that in the administration of the plan there is imposed, as a condi- 
tion of old-age assistance to any individual, a requirement that such in- 
dividual subject his home to a lien of any kind or transfer to the State agency 
any interest in his home ;” 

(d) Title | of such Act is amended by adding at the end thereof the following 
pew sections : 










“Direct Payments to Individuals Not Satisfying Residence Requirements 





“Seo, 7. If an individual, after making application for old-age assistance, is 
denied such assistance by the State agency solely because he does not satisfy the 
residence requirements imposed under the State plan, and if such individual is not 
entitled to old-age assistance by reason of prior residence in another State, the 
State agency shall promptly notify the Secretary of the fact that such individual 
has made such application and would be eligible for old-age assistance if he 
satisfied such requirements. The Secretary shall thereupon pay directly to such 
individual for each month, beginning with the first month (after the month of 
such individual’s application) in which such individual would have been eligible 
for old-age assstance if he satisfied such residence requirements and ending with 
the month preceding the first month in which he satisfies such requirements, an 
amount (as determined under regulations prescribed by the Secretary) equal 
to the Federal Government’s proportionate share of the old-age assistance which 
such individual would receive for such month if he then satisfied such require- 
ments. 













“Assistance for Needs of Recipient Only 






“Sec. 8. Assistance paid to any individual under this title is to assist him in 
meeting his individual needs and is not for the benefit of any other person: and 
such assistance shall not be regarded as income of any person other than such 


individual.” 








AID TO DEPENDENT CHILDREN 








Sec. 804. (a)(1)(A) Section 402(a) (1) of the Social Security Act is amended 
to read as follows: “(1) provide that it shall be in effect in all political sub- 
divisions of the State ;” 

(B) Section 402(a)(3) of such Act is amended to read as follows: “(3) 
provide for the establishment or designation of a single State agency to ad- 
minister the plan ;”’. 

(2) Section 402(a)(7) of such Act is amended to read as follows: “(7) 
provide that the State agency shall, in determining need, take into consideration 
any other income and resources of any child claiming aid to dependent children; 
except that in making such determination the State agency shall disregard (A) 
the first $15 per month of income earned by such child and the first $30 per 
month of income earned by his parent or guardian, (B) the ownership by such 
child (or by his parent or guardian) of a home having an assessed value, less 
all encumbrances of record thereon, of less than $5,000 (except to the extent 
that he is receiving rental income therefrom), and (C) any donations of surplus 
food which may have been made to or for such child from stocks of the Com- 
modity Credit Corporation ;”. 

(3) Section 402(a) of such Act is further amended by striking out the final 
period and inserting in lieu thereof a semicolon and the word “and”, and by 
adding at the end of the subsection the following new clause: “(13) provide 
that there will be no discrimination based on sex in determining the needs of 
individuals receiving assistance under the plan.” 

(b) The second sentence of section 401 of such Act is amended by inserting 
before the period at the end thereof a semicolon and the following: “but no 
payment shall be made under this title to any State which has not also sub- 
mitted and had approved by the Secretary, State plans for assistance under 
titles I, X, and XIV”. 
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(ec) Section 404 of such Act is amended by striking out “or” at the end of 
paragraph (1), by ading “or” at the end of paragraph (2), and by inserting aftep 
paragraph (2) the following new paragraph: 

“(3) that in the administration of the plan there is imposed, as a epp. 
dition of aid to any dependent child, a requirement that such child (or his 
parent or guardian) subject to his (or their) home to a lien of any kind o 
transfer to the State agency any interest in such home ;” 

(d) Titie IV of such Act is amended by adding at the end thereof the follow. 
ing new section: 


“Direct Payments to Dependent Children Not Satisfying Residence Requirements 

“Sec. 407. If a dependent child, after making application for aid to dependent 
children, is denied such aid by the State agency solely because he does not satisfy 
the residence requirements imposed under the State plan, and if such child ig pot 
entitled to aid to dependent children by reason of prior residence in another 
State, the State agency shall promptly notify the Secretary of the fact that such 
child has made such application and would be eligible for such aid if he satisfied 
such requirements. The Secretary shall thereupon pay directly to such ehild 
for each month, beginning with the first month (after the month of such child's 
application) in which such child would have been eligible for aid to dependent 
children if he satisfied such residence requirements and ending with the month 
preceding the first month in which he satisfies such requirements, an amount 
(as determined under regulations prescribed by the Secretary) equal to the 
Federal Government’s proportionate share of the aid to dependent children 
which such child would receive for such month if he then satisfied such require 
ments.” 

AID TO THE BLIND 


Sec. 804. (a) (1)(A) Section 1002 (a) (1) of the Social Security Act is amended 
to read as follows: “(1) provide that it shall be in effect in all political sub- 
divisions of the State ;” 

(B) Section 1002(a)(8) of such Act is amended to read as follows: “(8) 
provide for the establishment or designation of a single State agency to administer 
the plan ;”’. 

(2) Section 1002(a)(S8) of such Act is amended to read as follows: “(8) pro 
vide that the State agency shall, in determining need, take into consideration 
any other income and resources of an individual claiming aid to the blind; except 
that, in making such determination, the State agency shall disregard (A) the 
first $50 per month of earned income, (B) the ownership by such individual 
(alone or with his or her spouse) of a home having an assessed value, less 
all encumbrances of record thereon, of less than $5,000 (except to the extent that 
he is receiving rental income therefrom), (C) the ability of such individual's 
family and relatives to provide for his support, (D) any donations of surplus 
food which may have been made to such individual from stocks of the Com- 
modity Credit Corporation, and (FE) the first $1,200 in value (over and above 
all encumbrances of record) of personal property owned by such individual;”. 

(3) Section 1002(a) of such Act is further amended by striking out the final 
period and inserting in lieu thereof a semicolon and the following: “and (14) 
provide that there will be no discrimination based on sex in determining the 
needs of individuals receiving assistance under the plan.” 

(4) Section 1002(a) of such Act is further amended by adding after clause 
(14) the following new sentence: “For purposes of clause (8) (E), no life i- 
surance policy shall be valued at more than its present surrender value to the 
individual, and the term ‘personal property’ shall not include (i) the individual's 
clothing, furniture, household equipment, foodstuffs, fuel, personal jewelry, o 
other personal effects, or (ii) interment plots, money placed in trust or insurance 
for funeral, interment, or similar expenses, or any contract rights connected 
therewith, if such money, insurance, or contract rights do not exceed $500 
in value.” 

(5) Section 1002(b) (1) of such Act is amended to read as follows: 

“(1) Any residence requirements which excludes any resident of the 
State who has resided therein continuously for one year immediately preced- 
ing the application ; or”. 

(b) The second sentence of section 1001 of such Act is amended by inserting 
before the period at the end thereof a semicolon and the following: “but 0 
payment shall be made under this title to any State which has not also submitted, 
and had approved by the Secretary, State plans for assistance under titles I, 
IV, and XIV”. 
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(c) Section 1004 of such Act is amended by striking out “or” at the end of 
paragraph (1), by adding “or” at the end of paragraph (2), and by inserting 
after paragraph (2) the following new paragraph : 

“(3) that in the administration of the plan there is imposed, as a condi- 
tion of aid to any individual, a requirement that such individual subject 
his home to a lien of any kind or transfer to the State agency any interest 
in his home ;”’. 

(d) Title X of such Act is amended by adding at the end thereof the following 


new sections : 
“Direct Payments to Individuals Not Satisfying Residence Requirements 


“Sec. 1007. If an individual, after making application for aid to the blind, 
js denied such aid by the State agency solely because he does not satisfy the 
residence requirements imposed under the State plan, and if such individual is 
not entitled to aid to the blind by reason of prior residence in another State, 
the State agency shall promptly notify the Secretary of the fact that such in- 
dividual has made such application and would be eligible for such aid if he 
satisfied such requirements. ‘The Secretary shall thereupon pay directly to 
such individual for each month, beginning with the first month (after the month 
of such individual’s application) in which such individual would have been 
eligible for aid to the blind if he satisfied such residence requirements and 
ending with the month preceding the first month in which he satisfies such 
requirements, an amount (as determined under regulations prescribed by the 
Secretary) equal to the Federal Government's proportionate share of the aid 
to the blind which such individual would receive for such month if he then 
satisfied such requirements. 


“Assistance for Needs of Recipient Only 


“Sec. 1008. Assistance paid to any individual under this title is to assist him 
in meeting his individual needs and is not for the benefit of any other person; 
and such assistance shall not be regarded as income of any person other than 
such individual.” 


AID TO THE PERMANENTLY AND TOTALLY DISABLED 


Sec. 806. (a) (1)(A) Section 1402(a)(1) of the Social Security Act is 
amended to read as follows: “(1) provide that it shall be in effect in all political 
subdivisions of the State;” 

(B) Section 1402(a)(3) of such Act is amended to read as follows: “(3) 
provide for the establishment or designation of a single State agency to ad- 
minister the plan ;”’. 

(2) Section 1402(a) (8) of such Act is amended to read as follows: “(8) pro- 
vide that the State agency shall, in determining need, take into consideration 
any other income and resources of an individual claiming aid to the permanently 
and totally disabled ; except that, in making such determination, the State agency 
shall disregard (A) the first $50 per month of earned income, (B) the owner- 
ship by such individual (alone or with his or her spouse) of a home having an 
assessed value, less all encumbrances of record thereon, of less than $5,000 
(except to the extent that he is receiving rental income therefrom), (C) the 
ability of such individual's family and relatives to provide for his support, (D) 
any donations of surplus food which may have been made to such individual 
from stocks of the Commodity Credit Corporation, and (E) the first $1,200 in 
value (over and above all encumbrances of record) of personal property owned 
by such individual ;”. 

(3) Section 1402(a) of such Act is further amended by striking out the final 
period and inserting in lieu thereof a semicolon and the following: “and (13) 
provide that there will be no discrimination based on sex in determining the 
needs of individuals receiving assistance under the plan.” 

(4) Section 1402(a) of such Act is further amended by adding after clause 
(13) the following new sentence: “For purposes of clause (8)(E), no life 
insurance policy shall be valued at more than its present surrender value to the 
individual, and the term ‘personal property’ shall not include (i) the individual’s 
clothing, furniture, household equipment, foodstuffs, fuel, personal jewelry, 
or other personal effects, or (ii) interment plots, money placed in trust or in- 
surance for funeral, interment, or similar expenses, or any contract rights con- 
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nected therewith, if such money, insurance, or contract rights do not exceed 
$500 in value.” 

(5) Section 1402(b)(1) of such Act is amended to read as follows: 

“(1) Any residence requirement which excludes any resident of the State 
who has resided therein continuously for one year immediately preceding the 
application ; or”. 

(b) The second sentence of section 1401 of such Act is amended by insert 
before the period at the end thereof a semicolon and the following: “but po 
payment shall be made under this title to any State which has not also gyp. 
mitted, and had approved by the Secretary, State plans for assistance under 
titles I, IV, and X”. 

(c) Section 1403 of such Act is amended by striking out “or” at the end of 
paragraph (1), by adding “or” at the end of paragraph (2), and by inserting 
after paragraph (2) the following new paragraph: 

“(3) that in the administration of the plan there is imposed, as a condi. 
tion of aid to any individual, a requirement that such individual subject 
his home to a lien of any kind or transfer to the State agency any interest 
in his home;”’. 

(d) Title XIV of such Act is amended by adding at the end thereof the fo}. 
lowing new sections : 


“Direct Payments to Individuals Not Satisfying Residence Requirements 


“Sec. 1406. If an individual, after making application for aid to permanently 
and totally disabled, is denied such aid by the State agency solely because he 
does not satisfy the residence requirements imposed under the State plan, and if 
such individual is not entitled to aid to the permanently and totally disabled by 
reason of prior residence in another State, the State agency shall promptly 
notify the Secretary of the fact that such individual has made such application 
and would be eligible for such aid if he satisfied such requirements. The Seecre- 
tary shall thereupon pay directly to such individual for each month, beginning 
with the first month (after the month of such individual's application) in which 
such individual would have been eligible for aid to the permanently and totally 
disabled if he satisfied such residence requirements and ending with the month 
preceding the first month in which he satisfies such requirements, an amount 
(as determined under regulations prescribed by the Secretary) equal to the 
Federal Government’s proportionate share of the aid to the permanently and 
totally disabled which such individual would receive for such month if he then 
satisfied such requirements. 


“Assistance for Needs of Recipient Only 


“Sec. 1407. Assistance paid to any individual under this title is to assist him 
in meeting his individual needs and is not for the benefit of any other person; 
and such assistance shall not be regarded as income of any person other than 
such individual.” 

MISCELLANEOUS PROVISIONS 


Sec. 807. (a) As used in the provisions of the Social Security Act amended by 
this title, the term “Secretary”, except when the context otherwise requires, 
means the Secretary of Health, Education, and Welfare. 

(b) Section 618 of the Revenue Act of 1951 (relating to public access to State 
public assistance records) is repealed. 

(c) No check or warrant drawn in payment of assistance to any individual 
under title I, IV, X, or XIV of the Social Security Act, and no envelope or other 
outer covering therefor, shall bear any printing or marking which indicates or 
implies that such individual is indigent or a pauper. 

(d) The amendments made by sections 803(d), 804(d), 805(d), and 806(d) 
shall apply with respect to months beginning after the date of the enactment of 
this title. Section 807(b) shall apply with respect to payments to which the 
States (including the agencies and political subdivisions thereof) become en- 
titled after the date of the enactment of this title. Section 807(a) and 807(c) 
shall take effect on the date of the enactment of this title. The remaining amend- 
ments made by this title shall take effect on July 1, 1960. 
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9, AMENDMENT 6-28-60-G—INTRODUCED BY SENATOR HUMPHREY 
(IDENTICAL WITH HIS BILL S8. 1151) 


STAFF ANALYSIS 


Bligibility Individuals who are eligible to receive, but not necessarily re- 
eiving, social security old-age and survivors benefits (including dependents), 
would be entitled to health benefits. 

Benefits.— 

(1) Hospital service—60 days per year. 

(2) Nursing home services—120 days per year (less days of hospitalization). 

Cost—$2.17 billion per year, or 0.67 percent of payroll, on a level premium 
basis. 

$920 million per pear, or 0.44 percent of payroll, on an early year basis. 

Financing.—Benefits would be payable out of the old-age and survivors instr- 
ance trust fund and would be financed by an increase in the contribution rate 
of both employer and employee of one-fourth of 1 percent and on the self-em- 
ployed of three-eighths of 1 percent, beginning in 1961. 

Nore.—The revenues derived from the tax increases provided in the 
amendment would amount to only 0.50 percent of payroll on a level premium 
basis ; thus the amendment is underfinanced. 


Views OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6-28-60-G INCLUDED IN FOLLOWING JOINT REPORT 


The Department of Health, Education, and Welfare would recommend against 
adoption of each of the following four amendments : amendment No. 1, 6-24—60—C 
(Mr. McNamara), amendment No. 11, 6—27-G0—-F (Mr. Morse), amendment No. 
20, 6-28-60-G (Mr. Humphrey), and amendment No. 27, 6-30-60—-B (Mr. An- 
derson). Each of these bills proposes to amend title VI of H.R. 12580 to add 
health insurance benefits to the existing Federal old-age, survivors, and disability 
insurance system. The reasons for this recommendation are as follows: 

1. The proposed extension of the existing old-age, survivors, and disability 
insurance system to encompass health insurance would make such insurance 
compulsory and would not be pinpointed to the need for aid in meeting the 
cost of medical services. Under this approach, the individual would have no 
opportunity to determine for himself the particular pattern for meeting the 
threat of large medical expenses that best suits his own needs and desires. In 
addition, by compulsorily extending health benefits to aged persons eligible for 
old-age, survivors, and disability insurance, many persons would be included 
who have the resources and the opportunity to obtain protection against long- 
term or other expensive illnesses without Government help. 

2. These amendments would establish an exclusively Federal program. This 
administration has consistently endeavored, however, to strengthen our system 
of Government by encouraging State and local governments to assume responsi- 
bility for the many public needs which can be met through Federal-State part- 
nership and by supporting programs to stimulate greater State and local effort 
in areas of critical national concern. Health care for the aged is an area of 
activity admirably suited to such a sharing of responsibility. In addition to 
bolstering the underlying cooperative foundation of our Federal system, with 
governmental powers divided between State and Nation, Federal-State partner- 
ship places the control over daily program operations at the level of government 
closest to the persons affected by the program. Thus, an individual’s needs 
may be more immediately and effectively reflected in the current operations and 
the development of the program. 

3. The approach proposed in the amendments would constitute a serious threat 
to the orderly development of present retirement, survivorship, and disability 
benefit features of the social security system. 

The payroll tax for old-age, survivors, and disability insurance is already 
scheduled ultimately to be 414 percent each on employees and employers and 
6% percent on the self-employed. Further liberalization in retirement, sur- 
vivorship, and disability benefits may call for additional revenues, which can 
only come from increases in the payroll tax or increases in the earnings base, 
or both. If health insurance as envisaged in these amendments were to be added 
to the system, the payroll tax would need to be increased by a total of one-half 
to 1 percent. As in the case of cash benefits, there would undoubtedly be in- 
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sistent demands for improving the medical benefits beyond those which can be 
financed by the tax increase for medical benefit purposes. Increases in both 
health and cash benefits would place the retirement, survivorship, and disability 
portions of the system in competition with the health benefits for available 
funds, since the revenue possibilities from a payroll tax are not limitless. 

It is therefore far better to reserve the payroll tax for the retirement, survivor. 
ship, and disability features of the social security system so that the revenue 
source is not overburdened. Whatever the Government needs to do in the area 
of health care for the aged should be done by the appropriation of general rey. 
enues. Such appropriation would provide for a more equitable distribution of 
the fiscal load than would a payroll tax on earnings of $4,800 or less 






















TEXT OF AMENDMENT 6—28-—60—-G 








Intended to be proposed by Mr. Humpurey to the bill (H.R. 12580), viz: Begin- 
ning on page 154, line 1, strike out all through line 18, on page 172, and 
insert in lieu thereof the following: 







TITLE VI—HOSPITALIZATION AND NURSING INSURANCE 







PART 1—AMENDMENTS TO TITLE II OF THE SocraL Security Act 










Sec. 601. (a) Title II of the Social Security Act is amended by adding after 
section 225 the following new section: 





“HOSPITALIZATION AND NURSING INSURANCE 






“Eligibility for Insurance 


“Sec. 226. (a)(1) The cost of hospital or nursing home services furnished to 
any individual during any month for which he is entitled to monthly benefits 
under section 202 (whether or not such benefits are actually paid to him) or is 
deemed entitled to such benefits under the provisions of paragraph 2, or the cost 
of such services furnished to him during the month of his death where he ceases 
to be entitled by reason of his death, shall, subject to the provisions of this see- 
tion, be paid from the Federal Old-Age and Survivors Insurance Trust Fund to 
the hospital or nursing home which furnished him the services. Services to be 
paid for in accordance with the provisions of this section include only services 
provided in the United States. 

“(2) For purposes of this section, (A) any individual who would upon filing 
application therefore, be entitled to monthly benefits for any month under see- 
tion 202 shall, if he files application under this section within the time limits 
prescribed in section 202(j) be deemed, for purposes of this section only, to be 
entitled to benefits for such month, (B) such individual shall, whether or not 
he files application under this section, be deemed to be entitled to benefits under 
section 202 for such month for purposes of determining whether the wife, hus- 
band, or child of such individual comes within the provisions of clause (A) 
hereof, and (C) any individual shall, for purposes of this section, be deemed 
entitled to benefits under section 202 if such individual could have been deemed 
under clause (A) or (B) of this paragraph to have been so entitled had he not 
died during such month. 

“(3) For purposes of paragraph (2), an individual’s application under this 
section may, subject to regulations, be filed (whether such individual is legally 
competent or incompetent) by any relative or other person, including the hos- 
pital or nursing home furnishing the hospital and nursing home services, and, 
after such individual's death, his estate. 

“(4) Payments may be made for hospital services furnished under this section 
to an individual during his first sixty days of hospitalization in a twelve-month 
period that begins with the first day of the first month in which the individual 
received hospital services for which a payment is made under this section, and 
during his first sixty days of hospitalization in each succeeding twelve-month 
period; and for nursing home services furnished under this section to an indi- 
vidual if the individual is transferred to the nursing home from the hospital, 
and if the services are for an illness or condition associated with that for which 
he received hospital services: Provided, That the number of days of nursing 
home services for which payments may be made shall, in any twelve-month period 
as described above, not exceed one hundred and twenty less the number of days 
of hospital services (in the same twelve-month period) for which payments are 
made under this section. 
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“(5) The provisions of section 205 relating to the making and review of deter- 
minations shall be applicable to determinations as to whether the costs of 
pospital and nursing home services furnished an individual may be paid for out 
of the Federal Old-Age and Survivors Insurance Trust Fund under this sub- 
section, and the amount of such payment. 








“Description of Hospital and Nursing Home Services 






“(p)(1) For purposes of this section, the term ‘hospital services’ means the 





following services, drugs, and appliances furnished by a hospital to any individual 
bed and board and such nursing services, laboratory services, 
staff services, and other services, 





as a bed patient: 
ambulance services, use of operating room, 
drugs, and appliances as are customarily furnished by such hospital to its bed 






patients either through its own employees or through persons with whom it has 






made arrangements for such services, drugs, or appliances; the term ‘hospital 






services’ includes such medical care as is generally furnished by hospitals as an 
essential part of hospital care for bed patients; such term shall include care in 








hospitals described in paragraph (1) of subsection (d); such term shall not 
include care in any tuberculosis or mental hospital. 

“(2) The term ‘nursing home services’ means skilled nursing care, related 
medical and personal services, and accompanying bed and board furnished by a 
facility which is equipped to provide such services, and (A) which is operated in 






1 


connection with a hospit: 
eal services are prescribed by, or are performed under the general direction of, 


l, or (B) in which such skilled nursing care and medi 






persons licensed to practice medicine or surgery in the State. 










“Free Choice by Patient 








“(e)(1) Any individual referred to in paragraphs (1) and (2) of subsection 
(a) may obtain the hospital cr nursing home services for which payment to the 





hospital or nursing home is provided by this section from any hospital or nursing 
I : : g 





home which has entered into an agreement under this section, which admits such 






individual and to which such individual has been referred by a physician or (in 
the case of hospital or nursing home services furnished in conjunction with oral 
surgery) dentist licensed by the State in which such individual resides or the 
hospital or nursing home is located, upon a determination by the physician or 
dentist that hospitalization or nursing home care for such individual is medically 
necessary; except that such referral shall not be required in an emergency 
situation which makes such a requirement impractical. 

“(2) Regulations under this section shall provide for payments (in such 
amounts and upon such conditions as may be prescribed in such regulations) to 
(A) hospitals for hospital services rendered in emergency situations to individ- 
uals referred to in paragraphs (1) and (2) of subsection (a) by hospitals which 
have not entered into an agreement under this section. 











“Agreements With Hospitals and Nursing Homes 











“(d)(1) Any institution (other than a tuberculosis or mental hospital) shall 
be eligible to enter into an agreement for payment from the Federal Old-Age and 
Survivors Insurance Trust Fund of the cost of hospital or nursing home services 
furnished to individuals referred to in paragraphs (1) and (2) of subsection (a) 
if it is licensed as a hospital or nursing home pursuant to the law of the State in 
which it is located. 

“(2) Each agreement with a hospital under this section shall cover all hos- 
pital services included under subsection (b) (which services shall be listed in the 
agreement), shall provide that such services shall be furnished in semiprivate 
accommodations if available unless other accommodations are required for 
medical reasons, or are occupied at the request of the patient, shall be made 
upon such other terms and conditions as are consistent with the efficient and 
economical administration of this section, and shall continue in force for such 
period and be terminable upon such notice as may be agreed upon. 

“(3) An agreement with a hospital or nursing home under this section shall 
provide for payment, under the conditions and to the extent provided in this 
section, of the cost of hospital and nursing home services which are furnished 
individuals referred to in paragraphs (1) and (2) of subsection (a) provided 
that no such payment shall be made for services for which the hospital or nursing 
home has already been paid (excluding payments by such individuals for which 
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reimbursement to them by the hospital has been assured); but no such agree. 
ment shall provide for payment with respect to hospital or nursing home Services 
furnished to an individual unless the hospital or nursing home obtains written 
certification by the physician (if any) who referred him pursuant to subsection 
(c) that his hospitalization or care in the nursing home was medically neces. 
sary and, with respect to any period during which such services were furnished 
written certification by such individual's attending physician during that period 
that such services were medically necessary. The amount of the payments under 
any such agreement shall be determined on the basis of the reasonable cost jp. 
curred by the hospital or nursing home for all bed patients, or, when use of such 
a basis is impractical for the hospital or nursing home or inequitable to the 
institution or the Federal Old-Age and Survivors Insurance Trust Fund, on a 
reasonably equivalent basis which takes account of pertinent factors with 
respect to services furnished to individuals referred to in paragraphs (1) and (2) 
of subsection (a). Any such agreement shall preclude the hospital or nursing 
home with which the agreement is made from requiring payments from individ. 
uals for services, payment of the cost of which is provided by this section after 
it has been notified that the cost of such services is payable from the Federal 
Old-Age and Survivors Insurance Trust Fund, except that it may require pay- 
ments from such individuals for the additional cost of accommodations oceupied 
by them at their request which are more expensive than semiprivate accom- 
modations. 

“(4) Except as provided by regulation, no agreement may provide for pay- 
ments (A) to any Federal hospital, or to any other hospital for hospital services 
which is obligated by contract with the United States (other than an agreement 
under this section) to furnish at the expense of the United States, or (B) to any 
hospital for hospital services which it is required by law or obligated by cop- 
tract with a State or subdivision thereof to furnish at public expense except 
where the eligibility of the individual for such services is determined by applica- 
tion of a means test. 

“(5) No supervision or control over the details of administration or operation, 
or over the selection, tenure, or compensation of personnel, shall be exercised 
under the authority of this section over any hospital or nursing home which has 
entered into an agreement under this section. 

“(6) Agreements under this subsection shall be made with the hospital or 
nursing home providing the services, but this paragraph shail not preclude 
representation of such institution by any individual, association, or organization 
authorized by the institution to act on its behalf. 

“(7) Except to the extent the Secretary has made provision pursuant to 
subsection (h) for the making of payments to hospitals and nursing homes 
by a private nonprofit organization, he shall from time to time determine the 
amount to be paid to such provider of service under an agreement with respect 
to services furnished, and shall certify such amount to the Managing Trustee of 
the Federal Old-Age and Survivors Insurance Trust Fund, except that such 
amount shall, prior to certification, be reduced or increased, as the case may be, 
by any sum by which the Secretary finds that the amount paid to the provider 
of services for any prior period was greater or less than the amount which 
should have been paid to it for such period. The Managing Trustee, prior to 
audit or settlement by the General Accounting Office, shall make payment 
from the Federal Old-Age and Survivors Insurance Trust Fund, at the time 
or times fixed by the Secretary, in accordance with such certification. 


“Nondisclosure of Information 


“(e) Information concerning an individual, obtained from him or from any 
physician, dentist, nurse, hospital, nursing home, or other person pursuant to or 
as a result of the administration of this section, shall be held confidential 
(except for statistical purposes) and shall not be disclosed or be open to 
public inspection in any manner revealing the identity of the individual or other 
person from whom the information was obtained or to whom the information 
pertains, except as may be necessary for the proper administration of this 
section. Any person who shall violate any provision of this subsection shall 
be deemed guilty of a misdemeanor and, upon conviction thereof, shall be 
punished by a fine not exceeding $1,000 or by inrprisonment not exceeding one 
year, or both. 
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“Hospital Services Unde Jorkmen’s Compensation 
‘Hospital Servi Under Workmen’s C nsat 


“(f) The provisions of subsection (a) shall not be applicable to any services 
which an individual required by reason of any injury, disease, or disability on 
account of which such services are being received or the cost thereof paid for, 
ge upon application therefor would be received or paid for, under a workmen’s 
empensation law or plan of the United States or of any State, unless equitable 
reimbursement to the Federal Old-Age and Survivors Insurance Fund for the 

yments hereunder with respect to such services have been made or assured 

rsuant to agreements or working arrangements negotiated between the Sec- 
retary and the appropriate public agency. Notwithstanding the above sentence, 
if (1) the individual’s entitlement to receive such services (or to have the 
est thereof paid for) under such a workmen's compensation law or plan is in 
doubt when such services are required, (2) the cost of such services is otherwise 
payable from the Federal Old-Age and Survivors Insurance Trust Fund pursuant 
to this section, and (3) the individual makes an appropriate application under 
such workmen’s compensation law or plan and agrees, in the event that he is 
subsequently determined to be entitled to receive such services (or to have the 
est thereof paid for) under such law, to reimburse the Federal Old-Age and 
Survivors Insurance Trust Fund in the amount of any loss it might suffer through 
its payment for such services, then the cost of such services may be paid from 
gich Trust Fund in accordance with this section. In any case in which the 
est of services is paid from the Federal Old-Age and Survivors Insurance Trust 
Fund pursuant to the immediately preceding sentence, or is paid from such 
Trust Fund with respect to any such injury, disease, or disability for which no 
reimbursement to such Trust Fund has been made or assured pursuant to the 
first sentence of this subsection, the United States shall, unless not permitted 
under the law of the applicable State (other than the District of Columbia) 
be subrogated to all rights of such individual, or of the provider of services 
to which payments under this section with respect to such services are made, 
to be paid or reimbursed pursuant to such workmen’s compensation law or plan 
for such payments. All amounts recovered pursuant to this subsection shall 
be deposited in the Treasury of the United States to the credit of the Federal 
0ld-Age and Survivors Insurance Trust Fund. 


“Regulations and Functions of Advisory Council 


“(g) All regulations specifically authorized by this section shall be prescribed 
by the Secretary. In administering this section, the Secretary shall consult with 
a National Advisory Health Council consisting of the Commissioner of Social 
Security, who shall serve as Chairman ex officio, and eight members appointed 
by the Secretary. Four of the eight appointed members shall be persons who 
are outstanding in fields pertaining to hospitals and health activities, and the 
other four members shall be appointed to represent the consumers of hospital 
and nursing home services, and shall be persons familiar with the need for such 
services by eligible groups. Each appointed member shall hold office for a term 
of four years, except that any member appointed to fill a vacancy occurring prior 
to the expiration of the term for which his predecessor was appointed shall be 
appointed for the remainder of such term, and the terms of office of the members 
first taking office shall expire, as described by the Secretary at the time of 
appointment, two at the end of the first year, two at the end of the second year, 
two at the end of the third year, and two at the end of the fourth year after the 
date of appointment. An appointed member shall not be eligible to serve con- 
tinuously for more than two terms but shall be eligible for reappointment if he 
has not served immediately preceding his reappointment. The Council is author- 
ized to appoint such special advisory and technical committees as may be useful 
in carrying out its functions. Appointed Council members and members of 
advisory or technical committees, while serving on business of the Council, shall 
receive compensation at rates fixed by the Secretary, but not exceeding $50 per 
day, and shall also be entitled to receive an allowance for actual and necessary 
travel, and subsistence expenses while so serving away from their places of 
residence. The Council shall meet as frequently as the Secretary deems neces- 
sary, but not less than once each year. Upon request by three or more members 
it shall be the duty of the Secretary to call a meeting of the Council. 
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“Utilization of Private Nonprofit Organizations 





“(h)(1) The Secretary may utilize, to the extent provided herein, th 
services of private nonprofit organizations exempt from Federal income taxation 
under section 501 of the Internal Revenue Code which (A) represent (qualified 
providers of hospital or nursing home services, or (B) operate voluntary insyr. 
ance plans under which agreements, similar to those provided for under sub- 
section (d), are made with hospitals and nursing homes for defraying the cog 
of services. Such organizations shall be utilized by the Secretary to the extent 
that he can make satisfactory agreements with them and to the extent he deter. 
mines that such utilization will contribute to the effective and economical admin. 
istration of this section. Such agreements shall not delegate (A) his funetions 
relating to determinations as to whether the costs of hospital and nursing home 
services furnished an individual may be paid for out of the Federal Old-Age 
and Survivors Insurance Trust Fund under this section and the amount of such 
payment, and (B) his functions relating to the making of regulations. 

“(2) An agreement under paragraph (1) shall provide for payment from the 
Federal Old-Age and Survivors Insurance Trust Fund to the organization of the 
amounts paid out by such organization to hospitals and nursing homes under 
this section and of the cost of administration determined by the secretary to be 
necessary and proper for carrying out such organization's functions under its 
agreement pursuant to this subsection. Such payments to any organization shall 
be made either in advance on the basis of estimates by the Secretary or ag 
reimbursement, as may be agreed upon by the organization and the Secretary, 
and adjustments may be made in subsequent payments on account of overpay- 
ments or underpayments previously made to the organization under this subsee- 
tion. Such payments shall be made by the Managing Trustee of the Trust 
Fund on certification by the Secretary and at such time or times as the Secretary 
may specify and shall be made prior to audit or settlement by the General 
Accounting Office. 

“(3) An agreement under paragraph (1) with any organization may require 
any of its officers or employees certifying payments or disbursing funds pursuant 
to the agreement, or otherwise participating in its performance, to give surety 
bond to the United States in such amount as the Secretary may deem necessary, 
and may provide for the payment of the cost of such bond from the Federal Old- 
Age and Survivors Insurance Trust Fund. 


“Certifying and Disbursing Officers 





“(i) (1) No individual designated by the Secretary pursuant to an agreement 
under this section, as a certifying officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any payments 
certified by him under this section. 

“(2) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him 
under this section if it was based upon a voucher signed by a certifying officer 
designated as provided in paragraph (1). 


“Adjustments in Cash Benefits 


“(j) For purposes of section 204, any payment under this section to any 
hospital or nursing home, with respect to hospital or nursing home services 
furnished an individual shall be regarded as a payment to such individual.” 

(b) The amendments made by subsection (a) shall be effective on the first 
day of the twelfth calendar month after the month in which this Act is enacted. 

(ec) Notwithstanding the provisions of section 226(a) (2) of the Social Security 
Act, as amended by this Act, and subsection (b) of this section, application filed 
under such section 226 which would otherwise be valid shall, subject to regula- 
tions of the Secretary, be considered valid even though filed more than three 
months prior to the effective date of this Act, but not if filed prior to the first 
day of the fourth calendar month after the month in which this Act is enacted. 
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PART 2—-AMENDMENTS TO THE INTERNAL REVENUE CODE oF 1954 


CHANGES IN TAX SCHEDULES 








SELF-EMPLOYMENT TAX 





INCOME 





Sec. 610. (a) Section 1401 of the Internal Revenue Code of 1954 (relating to 
rate of tax on self-employment income) is amended to read as follows: 





“SEC. 1401. RATE OF TAX. 
“In addition to other taxes, there shall be imposed for each taxable year, on 
the self-employment income of every individual, a tax as follows: 

“(1) in the case of any taxable year beginning after December 31, 1958, 
and before January 1, 1960, the tax shall be equal to 3% percent of the 
amount of the self-employment income for such taxable year; 

*(2) in the case of any taxable year beginning after December 31, 1959, 
and before January 1, 1963, the tax shall be equal to 4% percent of the 
amount of the self-employment income for such taxable year; 

“(3) in the case of any taxable year beginning after December 31, 1962, and 
before January 1, 1966, the tax shall be equal to 5° percent of the amount 
of the self-employment income for such taxable year; 

“(4) in the case of any taxable year beginning after December 31, 1965, 
and before January 1, 1969, the tax shall be equal to 6% percent of the 
amount of the self-employment income for such taxable year; and 

“(5) in the case of any taxable year beginning after December 31, 1968, 
the tax shall be equal to 7'4 percent of the amount of the self-employment 
income for such taxable year.” 




















rAX ON EMPLOYEES 


(b) Section 3101 of such Code (relating to rate of tax on employees under the 
Federal Insurance Contributions Act) is amended to read as follows: 


“SEC. 3101. RATE OF TAX. 

“In addition to other taxes, there is hereby imposed on the income of every 
individual a tax equal to the following percentages of the wages (as defined in 
section 3121(a)) received by him with respect to employment (as defined in 
section 3121(b) )— 

“(1) with respect to wages received during the calendar year 1959, the 








rate shall be 244 percent ; 

“(2) with respect to wages received during the calendar years 1960 to 1962, 
both inclusive, the rate shall be 344 percent ; 

“(3) with respect to wages received during the calendar years 1963 to 
1965, both inclusive, the rate shall be 3% percent ; 

“(4) with respect to wages received during the calendar years 1966 to 
1968, both inclusive, the rate shall be 4% percent; and 

“(5) with respect to wages received after December 31, 1968, the rate 
shall be 4% percent.” 













TAX ON EMPLOYERS 





(ec) Section 3111 of such Code (relating to rate of tax on employers under the 
Federal Insurance Contributions Act) is amended to read as follows: 


“SEC. 3111. RATE OF TAX. 

“In addition to other taxes, there is hereby imposed on every employer an 
excise tax, with respect to having individuals in his employ, equal to the follow- 
ing percentages of the wages (as defined in section 3121(a)) paid by him with 
respect to employment (as defined in section 3121(b) )— 

“(1) with respect to wages paid during the calendar year 1959, the rate 
shall be 24% percent ; 

“(2) with respect to wages paid during 
both inclusive, the rate shall be 3% percent; 

“(3) with respect to wages paid during the calendar years 1963 to 1965, 
both inclusive, the rate shall be 3% percent; 

“(4) with respect to wages paid during the calendar years 1966 to 1968, 
both inclusive, the rate shall be 4%4 percent ; and 

“(5) with respect to wages paid after December 31, 1968, the rate shalh 










the calendar years 1960 to 1962, 










be 454 percent.” 
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21. AMENDMENT 6-29-60-AA—INTRODUCED BY SENATOR HARTKE 


STAFF ANALYSIS 


Increases the social security earnings limitation from $1,200 to $3,600 per 
year. 

Cost.—$2.56 billion per year, or 0.79 percent of payroll, on a level-premium 
basis. 

Financing.—No tax increase provided in amendment for additional cost of the 
program. 


VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON 
AMENDMENT 6—29-60—-AA 
mon 


See joint report on page 480. 
TEXT OF AMENDMENT 6—-29-60-AA 


Intended to be proposed by Mr. HARTKE to the bill (H.R. 12580), viz: On page 
80, between lines 3 and 4, insert the following new section: 


TO INCREASE THE EARNED INCOME LIMITATION 


Sec. 211. (a)(1) Paragraphs (1) and (2) of subsection 203 of the Social 
Security Act are amended by striking out $1,200" whenever it appears therein 
and inserting in lieu thereof “$3,600”, and (2) such paragraphs and paragraph 
(1) of subsection (g) of such section are amended by striking out “$100 times” 
whenever it appears therein and inserting in lieu thereof “S300 times”, 

(b) The amendments made by subsection (a) shall be effective, in the case 
of any individual, with respect to taxable years of such individual ending after 
1960. 


22. AMENDMENT 6-29-60—BB—INTRODUCED BY SENATOR HARTKE 
(IDENTICAL TO NO. 9, 6-27-60—B, INTRODUCED BY SENATOR 
KEATING) 

Srarr ANALYSIS 


Eliminates the social security earnings limitation (now $1,200 per year). 
Cost.—$3.24 billion per year or 1 percent of payroll, on a level-premium basis. 
Financing.—No tax increase provided for additional cost of the program. 


VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON 
AMENDMENT 6—20-60—BB 


See joint report on page 480. 


TEXT OF AMENDMENT 6-29-60—BB 
Intended to be proposed by Mr. Hartke to the bill (H.R. 12580), viz: On page 
80, between lines 3 and 4, insert the following new section: 


REMOVAL OF THE EARNED INCOME LIMITATION 


Sec. 211. (a) Subsections (c), (e), (zg), (j), and (k) of section 203 of the 
Social Security Act are repealed. 

(b) Subsection (b) of such section 203 is amended by (1) striking out “Work 
or” in the heading, and (2) striking out paragraphs (1) and (2) thereof. 

(c)(1) The first sentence of subsection (d) of such section 2083 is amended 
by striking out “subsections (b) and (c)” and inserting in lieu thereof “subsec- 
tion (b)”. 

(2) The second sentence of such subsection (d) is repealed. 

(d) Subsection (f) of such section 2083 is amended by (1) striking out “or 
(c)” each time it appears therein, and (2) by striking out “(other than an event 
specified in subsection (b) (1) or (e)(1))”. 

(e) Paragraph (1) of subsection (h) of such section 203 is amended by 
striking out “, (f), or (g)” and inserting in lieu thereof “, or (f)”. 

(f) Subsection (1) of such section 203 is amended by striking out “or (g) 
(1) (A)”. 
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(g) Paragraph (1) of subsection (n) of section 202 of the Social Security 
Act is amended by striking out “Section 203 (b) and (c)” and inserting in lieu 
thereof “Section 203 (b)”. 

(h) Paragraph (7) of subsection (t) of section 202 of the Social Security 
Act is amended by striking out “Subsections (b) and (c)” and inserting in lieu 


thereof “Subsection (b)”. 
(i) Paragraph (3) of section 208(a) of the Social Security Act is hereby 
repealed. 
(j) The amendments made by subsections (a) through (h) of this section 
shall apply only with respect to benefits payable for months beginning after the 
month in which this Act is enacted, and the amendment made by subsection (i) 
of this section shall become effective on the first day of the month after the 


month in which this Act is enacted. 
















2. AMENDMENT 6-29-60-CC—INTRODUCED BY SENATOR HARTKE 






STAFF ANALYSIS 








Provides that a State agency, under the aid to the blind program, may dis- 
regard up to $1,000 per year of net earned income in determining need up to 
June 30, 1961. After this date the State agency must disregard this amount. 
Under present law the first $50 per month of earned income must be disregarded. 

Cost. —Additional cost to Federal Government of $60,000 a year for individuals 
already on rolls. No estimate as to persons who would be made newly eligible. 
Federal share paid out of general revenue. 








Financing. 


















DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON 
AMENDMENT 6—-28-—60—-CC 





VIEWS OF 







July 11, 1960. 







Hon. Harry F. Byrop, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 

Deak Mr. CHAIRMAN: This is in response to your request for a report on an 
amendment to H.R. 12580 (designated as 6—-29-60—-CC) intended to be proposed 
by Senator Hartke. 

The significant effect of the additional exemption of income as provided in 
the amendment would be to make eligible many of the employed blind persons 
who do not now qualify for payments under the State programs established 
under title X of the Social Security Act. Also, some persons now receiving 
assistance whose earned income in excess of $50 has been considered under the 
present law would be eligible for increased payments. 

The implications of this amendment for public assistance are serious. An 
essential characteristic of aid to the blind under title X, like the other public 
assistance programs, is that need be determined on an individual basis, taking 
income and resources into account. It is the contributory social insurance 
program that is designed to provide benefits based on previous earnings and 
without regard to the individual's need. This basic distinction between assist- 
ance and insurance is inherent to the Social Security Act. Special considera- 
tion has been given the needy blind by the Congress in requiring an exemption 
of $50 per month of earned income. The exemption of more income as pro- 
posed in the amendment is inconsistent with the nature of the public assistance 
program as supplementary to the individual’s resources and income, could in- 
crease pressures for exemptions of income in the other public assistance titles, 
and would tend to give the program some of the qualities of a pension. The 
majority of blind persons have no earnings or hope of earnings. The enactment 
of the amendment may actually reduce the amount of assistance they are re- 
ceiving. This could come about by States giving aid to additional people and 
increase aid to some people without increasing State funds appropriated. 

We would therefore recommend that this amendment not be enacted by the 
Congress. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 

























Rosert A. Forsytue, Assistant Secretary. 
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Text OF AMENDMENT 6—29-60—CC 





















































































Intended to be proposed by Mr. Harrke to the bill (H.R. 12580), viz: At the nee 
end of the bill add the following new section: : 

AID TO THE BLIND Inten¢ 

; , fEeet . 8 

Sec. 710. (a) Effective for the period beginning with the first day of the o 
calendar quarter which begins after the date of enactment of this Act, angq 
ending June 30, 1961, clause (8) of section 1002(a) of the Social Security Act 
is amended by adding before the semicolon at the end thereof the following SEC 
“and may disregard not to exceed the first $1,000 per annum of net earneg secur 
income”. and i 

(b) Effective July 1, 1961, clause (8) of such section 1002(a) is amended (4) 0 
to read as follows: “(8) provide that the State agency shall, in determining when 
need, take into consideration any other income and resources of an individyg) (b) 
claiming aid to the blind; except that, in making such determination, the State ny | 
agency shall disregard the first $1,000 per annum of net earned income:”, 1960. 

OF, 

24. AMENDMENT 6-29-60-X—-INTRODUCED BY SENATOR HARTKE 
IDENTICAL TO THE FOLLOWING AMENDMENTS: NO. 8, 6—-27-60-A, IN. 
TRODUCED BY SENATOR KEATING; NO. 18, 6—-27-60-I, INTRODUCED In 
BY SENATOR SCHOEPPEL; AND NO. 16, 6—-28-60-C, INTRODUCED By year 
SENATOR HUMPHREY) Ce 

Srarr ANALYSIS basi 
Fi 

Increases the social security earnings limitation from $1,200 to $1,800 per year prog 

Cost.—$616 million per year, or 0.19 percent of payroll, on a level premium 
basis. Vigv 

Financing.—No tax increase provided to cover added cost to program. 

se 

VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 

6-29-60—-X 

See joint report on page 480. Inte 

TEXT OF AMENDMENT 6—29-60—-X 
Intended to be proposed by Mr. HARTKE to the bill (H.R. 12580), viz: On page g 
80, between lines 3 and 4, insert the following new section: Sin 
pec 
TO INCREASE THE EARNED INCOME LIMITATION * 

Sec. 211. (a)(1) Paragraphs (1) and (2) of subsection 208 of the Social whe 
Security Act are amended by striking out “$1,200” whenever it appears therein \ 
and inserting in lieu thereof “$1,800”, and (2) such paragraphs and paragraph any 
(1) of subsection (g) of such section are amended by striking out “$100 times” 1% 
whenever it appears therein and inserting in lieu thereof “$150 times”. 

(b) The amendments made by subsection (a) shall be effective, in the case of as 
any individual, with respect to taxable years of such individual ending after a7 
1960. 

25. AMENDMENT 6-29-60-Y—INTRODUCED BY SENATOR HARTKE 
(IDENTICAL WITH AMENDMENT 10, 6-27-60-E, INTRODUCED BY de 
SENATOR JAVITS) wo 

STAFF ANALYSIS , 

Increases the social security earnings limitation from $1,2000 to $2,400 per pe 
year. 

Cost.—$1.33 million per year, or 0.41 percent of payroll, on a level premium 
basis. 


Financing.—No tax increase provided for additional cost of the program. 
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Yuews OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6-29-60-Y 





See joint report on page 480. 






TexT OF AMENDMENT 6—29—-60-Y 









Intended to be proposed by Mr. HartTKE to the bill (H.R. 12580), viz: On page 
80, between lines 3 and 4, insert the following new sections: 






TO INCREASE THE EARNED INCOME LIMITATION 







Sec. 211. (a) (1) Paragraphs (1) and (2) of subsection 203 of the Social 
security Act are amended by striking out “$1,200” whenever it appears therein 
and inserting in lieu thereof “$2,400”, and (2) such paragraphs and paragraph 
(1) of subsection (g) of such section are amended by striking out “$100 times” 
whenever it appears therein and inserting in lieu thereof ‘$200 times”. 

(b) The amendments made by subsection (a) shall be effective, in the case of 
any individual, with respect to taxable years of such individual ending after 
1960. 
















AMENDMENT 6-29-60-Z—INTRODUCED BY SENATOR HARTKE 


hh. 












STAFF ANALYSIS 


Increases the social security earnings limitation from $1,200 to $3,000 per 






year. 
Cost.—$2.041 million per year, or 0.63 percent of payroll, on a level premium 
basis. 

Financing.—No tax increase provided in amendment for additional cost of the 








program 











Views oF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6-29-—60-—-Z 






See joint report on page 480. 






Text OF AMENDMENT 6—29-60-Z 





Intended to be proposed by Mr. Harrke to the bill (H.R. 12580), viz: On page 80, 
between lines 3 and 4, insert the following new sections: 










THE EARNED INCOME LIMITATION 





TO INCREASE 











Sec. 211. (a)(1) Paragraphs (1) and (2) of subsection 203 of the Social 
Security Act are amended by striking out “$1,200” whenever it appears therein 
and inserting in lieu thereof “$3,000”, and (2) such paragraphs and paragraph 
(1) of subsection (g) of such section are amended by striking out “$100 times” 
whenever it appears therein and inserting in lieu thereof “$250 times.” 

(b) The amendments made by subsection (a) shall be effective, in the case of 
any individual, with respect to taxable years of such individual ending after 
1960. 











277. AMENDMENT 6-30-60-B—INTRODUCED BY SENATOR ANDERSON 
FOR HIMSELF AND SENATORS HUMPHREY AND McCARTHY 






STAFF ANALYSIS 











Eligibility —Individuals age 68 and over who are eligible to receive, but not 
necessarily receiving, social security old-age and survivors insurance benefits 
would be entitled to health benefits. 

Benefits. 

1. Hospital services, 365 days with an initial deductible amount of $75, re- 
peated after 24 days. 
2. Skilled recuperative nursing home services, 180 days. 
3. Visiting nurse services, 365 days. 
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Cost.—$1.55 billion per year, or 0.48 percent of payroll, on a level premium 
basis ; $630 million per year, or 0.30 percent of payroll on an early year basis. 
Financing.—Benefits would be payable out of a medical insurance account in 
the old-age and survivors insurance trust fund, established for this purpose, to 
be financed by an increase in the contribution rate on both employer and ep. 
ployee of one-fourth of 1 percent, and on the self-employed of three-eighths of 1 
percent, beginning in 1961. 
Note.—The revenues derived from the tax increases provided in the 
amendment would amount to 0.50 percent of payroll on a level premiyn 
basis ; thus, the amendment is fully financed. 


VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT 
6-30-60—-B INCLUDED IN FOLLOWING JOINT REPORT 


The Department of Health, Education, and Welfare would recommend againgt 
adoption of each of the following four amendments: Amendment No. 1, 6-24-69. 
© (Mr. McNamara); amendment No. 11, 6-27-60—-F (Mr. Morse) ; amendment 
No. 20, 6-28-60-—G (Mr. Humphrey); and amendment No. 27, 6—-30-60—-B (Mr 
Anderson). Each of these bills proposes to amend title VI of H.R. 12580 to ad 
health insurance benefits to the existing Federal old-age, survivors, and disability 
insurance system. The reasons for this recommendation are as follows: ; 

1. The proposed extension of the existing old-age, survivors, and disability 
insurance system to encompass health insurance would make such insurance com. 
pulsory and would not be pinpointed to the need for aid in meeting the cost of 
medical services. Under this approach, the individual would have no oppor- 
tunity to determine for himself the particular pattern for meeting the threat of 
large medical expenses that best suits his own needs and desires. In addition, 
by compulsorily extending health benefits to aged persons eligible for old-age. 
survivors, and disability insurance, many persons would be included who have 
the resources and the opportunity to obtain protection against long-term or other 
expensive illnesses without Government help. 

2. These amendments would establish an exclusively Federal program. This 
administration has consistently endeavored, however, to strengthen our system 
of government by encouraging State and local governments to assume responsi- 
bility for the many public needs which can be met through Federal-State partner. 
ship and by supporting programs to stimulate greater State and local effort in 
areas of critical national concern. Health care for the aged is an area of activity 
admirably suited to such a sharing of responsibility. In addition to bolstering 
the underlying cooperative foundation of our Federal system, with governmental 
powers divided between State and Nation, Federal-State partnership places the 
control over daily program operations at the level of government closest to the 
persons affected by the program. Thus, an individual's needs may be more imme 
diately and effectively reflected in the current operations and the development of 
the program. 

3. The approach proposed in the amendments would constitute a serious threat 
to the orderly development of present retirement, survivorship, and disability 
benefit features of the social security system. 

The payroll tax for old-age, survivors, and disability insurance is already 
scheduled ultimately to be 41% percent each on employees and employers and 6% 
percent on the self-employed. Further liberalization in retirement, survivor 
ship, and disability benefits may call for additional revenues, which can only 
come from increases in the payroll tax or increases in the earnings base, or both. 
If health insurance as envisaged in these amendments were to be added to the 
system, the payroll tax would need to be increased by a total of one-half to1 
percent. As in the case of cash benefits, there would undoubtedly be insistent 
demands for improving the medical benefits beyond those which can be financed 
by the tax increase for medical benefit purposes. Increases in both health and 
cash benefits would place the retirement, survivorship, and disability portions of 
the system in competition with the health benefits, for available funds, since the 
revenue possibilities from a payroll tax are not limitless. 

It is therefore far better to reserve the payroll tax for the retirement, survivor 
ship, and disability features of the social security system so that the revenue 
source is not overburdened. Whatever the Government needs to do in the are@ 
of health care for the aged should be done by the appropriation of general reve 
nues. Such appropriation would provide for a more equitable distribution of the 
fiscal load than would a payroll tax on earnings of $4,800 or less. 
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TEXT OF AMENDMENT 6-30-60-B 


Intended to be proposed by Mr. Anverson (for himself, Mr. Humpnrey, and 
Mr. McCartuHy) to the bill (H.R. 12580), viz: On page 172, after line 18, 
insert the following: 

Sec. 605. (a) Title II of the Social Security Act is amended by adding after 


= 


section 225 the following new section : 
‘““MEDICAL INSURANCE BENEFITS 


“Sec, 226. (a) (1) Every individual who— 

“(A) (i) has attained the age of 68, and 

“(B) is entitled, or is deemed entitled, to monthly benefits under section 
202, and 

“(C) has filed an application under this subsection, 

shall be eligible to receive medical insurance benefits during his benefit period 
(as defined in subsection (b)(3)). Any individual who meets the conditions of 
subparagraph (A) and (B) shall be deemed to have met the condition of sub- 
paragraph (C) upon the filing of an application in accordance with the pro- 
yisions of subparagraph (A) of subsection (b) (1). 

“(2) For purposes of this subsection 

“(A) an individual is deemed entitled to monthly benefits under section 
202 for a month if in such month such individual is not entitled to monthly 
benefits under such section, but would be entitled to such benefits (i) had 
he filed application therefore in such month, and (ii) for purposes of sub- 
sections (b) and (c) of such section 202, had such individual’s spouse, if 
such spouse is not entitled to monthly benefits under subsection (a) of such 
section for such month, been entitled to benefits under such subsection for 
such month upon the filing of an application in such month; 

“(B) an individual shall be deemed entitled to monthly benefits under sec- 
tion 202 for the month in which he died if he would have been entitled, or 
deemed to be entitled, to such monthly benefits for such month had he not 
died in such month; 

“(3) Medical insurance benefits shall mean inpatient hospital services, skilled 
nursing home recuperative services, and visiting nurse services (as defined in 
subsection (d) ). 

“(4) Noapplication filed pursuant to subparagraph (C) of paragraph (1) prior 
to the third month preceding the month in which the applicant attains the age 
of 68, shall be accepted as an application for purposes of such paragraph. 


“PAYMENT OF MEDICAL INSURANCE BENEFITS 


“(b)(1) Payment of medical insurance benefits which an individual is eligible 
to receive during his benefit period shall be made in accordance with the pro- 
visions of this section, but only if— 

“(A) application is filed for such payment in such form and in such 
manner and by such person as the Secretary may by regulation prescribe, 
and such application is filed no earlier than the first day of the third month 
preceding the month in which his benefit period begins or no later than the 
last day of the twelfth month succeeding the month in which his benefit 
period ends, and 

“(B) the impatient hospital services, skilled nursing home recuperative 
services, or visiting nurse services, as the case may be, are furnished after 
referral by a physician, and such physician certifies in writing that such 
services are or were required for his medical treatment, except that such 
referral shall not be required for inpatient hospital services in case of an 
emergency which makes such referral impracticable; periodic recertification 
that such services which extend over a period of time are required shall 
be a condition of the continuing payment of such benefits. 

“(2) Payment of medical insurance benefits which an individual is eligible 
to receive may be made for the following services if furnished in the United 
States— 

“(A) inpatient hospital services furnished to such individual during a 
benefit period on a total of not more than 365 days; provided that the pay- 
ments made with respect to any benefit period of an individual shall be 
reduced (but not below zero) by an initial deduction equal to $75. In the 
case of continuous hospitalization in excess of 24 days in a benefit period 
the payments shall be reduced by a further deduction equal to $75, 
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“(B) skilled nursing home recuperative services furnished to such jp. 
dividual during a benefit period on a total of not more than 180 days; except 
that this subparagraph shall not apply unless such services are furnished 
to such individual upon transfer from a hospital to a skilled nursing 
facility, and 

“(C) visiting nurse services furnished to such individual during a benefit 
period on a total of not more than 365 visits. 

“(3) For purposes of this section— 

“(A) a benefit period with respect to an individual shall mean a period 
(i) beginning with the first day in which such individual both is furnisheg 
inpatient hospital services, skilled nursing home recuperative services, or 
visiting nurse services and is eligible to receive medical insurance benefits 
and (ii) ending with the three hundred and sixty-fourth day following such 
first day; except that if any of such services are being furnished such 
individual in a continuous period in which occurs such three hundred and 
sixty-fourth day and the succeeding day, then, for purposes of determining 
the beginning of a benefit period, such succeeding day shall be the first day 
in which such services are furnished, 

“(B) a continuous period during which the services referred to in syb- 
paragraph (A) are being furnished to an individual for purposes of such 
subparagraph shall mean— 

“(i) with respect to inpatient hospital services or skilled nursing 
home recuperative services, a consecutive number of days in which 
such services are furnished ; and 

“(ii) with respect to visiting nurse services, one or more visits in 
which such services are furnished, but only if the number of days 
elapsing between two successive visits in which such services are 
furnished does not exceed thirty. 


“EVIDENCE AND DETERMINATIONS OF ELIGIBILITY 


“(ce) The provisions of section 205 relating to the making and review of deter- 
minations shall be applicable to determinations as to (i) whether an individual 
is eligible to receive medical insurance benefits, (ii) the number of days of seryv- 
ices or visits, as specified in subsection (b) (2), for which an individual is eligi- 
ble by reason of the provisions of this section, and (iii) whether, or the extent 
to which, the cost of the services furnished to an individual may be paid for out 
of the Medical Insurance Account of the Federal Old-Age and Survivors Insur- 
ance Trust Fund, and the amount of such payment. 


“DESCRIPTION OF MEDICAL INSURANCE BENEFITS 


“(d) For the purpose of this section— 

“(1) The term ‘inpatient hospital services’ means the following items fur- 
nished to an inpatient by a hospntal: (A) bed and board in a hospital, in semi- 
private accommodations unless they are unavailable, or unless other accommoda- 
tions are required for medical reasons; and (B) such medical, nursing, interns’, 
laboratory and X-ray, ambulance, and other services, and such drugs, supplies, 
and appliances required for his care and treatment in the hospital or provided 
in connection with surgery which in the opinion of medical authority is medi- 
cally necessary (whether furnished directly by the hospital or by arrangement 
through other persons) ; 

“(2) The term ‘skilled nursing home recuperative services’ means the follow- 
ing items furnished to an inpatient in a skilled nursing facility: (A) skilled 
nursing care provided by a registered professional nurse or a licensed practical 
nurse which is prescribed by a physician as required for the recuperative care 
of the patient; (B) medical and other services required for his treatment in the 
nursing facility; and (C) bed and board in connection with the furnishing of 
such skilled nursing care; 

“(3) The term ‘visiting nurse services’ means professional nursing care in a 
place of residence maintained as an individual’s home, prescribed by a physician 
and provided through a visiting nursing agency ; 

“(4) The term ‘hospital’ means an institution which (A) is operated in ac 
cordance with the laws of the jurisdiction in which it is located pertaining t0 
hospitals and in accordance with standards established by the authorities respon- 
sible for such standards in such jurisdiction; (B) is primarily engaged in pro 
viding diagnostic and therapeutic facilities for surgical and medical diagnosis, 
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treatment, and care of injured and sick persons by or under the supervision of 
staff physicians or surgeons ; (C) maintains adequate medical records; and 
(D) continuously provides twenty-four-hour nursing service by registered gradu- 
ate nurses. The term ‘hospital’ shall not include a tuberculosis or mental 
hospital ; 

“(5) The term ‘skilled nursing home’ means a facility which (A) is licensed 
to provide skilled nursing services by the State in which it is located; (B) hus 
peds for the care of patients who require continuing planned medical and nurs- 
ing care; (C) is under the continuous supervision of a registered nurse or physi- 
ean; and (1)) is operated in connection with a hospital or has medical policies 
established by one or more physicians (who are responsible for the execution of 
such policies) to govern the skilled nursing care and related medical care and 
other services which it provides ; 

“(6) The term ‘visiting nurse agency’ means a public or other nonprofit agency 
operated in accordance with medical policies which are established by one or 
more physicians (who are responsible for supervising the execution of such 
policies ) and which govern the visiting nurse services it provides; and 

“(7) The term ‘physician’ means an individual (including a physician within 
the meaning of section 1101(a)(7)) licensed to practice surgery or medicine by 
the State in which he provides surgical or medical services. 


“AGREEMENTS WITH PROVIDERS OF SERVICES 


“(e) (1) The Secretary of Health, Education, and Welfare shall, at the request 
of any hospital, skilled nursing facility, or visiting nurse agency (hereinafter 
referred to as a provider of services), enter into an agreement with such hospi- 
tal, facility, or agency for the payment of costs of services furnished to individu- 
als eligible to receive medical insurance benefits. Each such agreement shall 
contain such provision, not inconsistent with the provisions of this section, as 
may be mutually agreed to by the Secretary and such provider of services. 

“(2) Any agreement entered into pursuant to paragraph (1) shall provide 
that— 

“(A) the provider of services will not charge any individual eligible to 
receive medical insurance benefits or any other person for services which 
are furnished such individual and for which payment may be made under 
subsection (b), and that if any charge is made, necessary action will be 
taken to cancel such charge and refund any payment made by such other 
individual or any other person for such services ; 

“(B) the Secretary will pay to any provider of services the reasonable 
cost of services specified in subparagraph (A), but only if the provider of 
services furnishes such information with respect to such costs on such 
forms as the Secretary may by regulation require; the Secretary shall de- 
termine such reasonable costs and in making such determinations is author- 
ized to use such method or methods of estimating as he may by regula- 
tion prescribe ; 

“(C) no payment will be made to any provider of services for any in- 
patient hospital service which such provider is obligated by a law of, or a 
contract with, the United States to render such service at public expense ; 

“(D) where a provider of services furnishes to an individual eligible to 
receive medical insurance benefits at his request services which are described 
in subsection (d), but are in excess of the service usually encompassed by 
the service so described, the Secretary shall pay to such provider of services 
only the equivalent of the reasonable cost of the service so described and 
that the provider of services may charge such individual for any additional 
cost of the service furnished at such request; and 

“(E) such agreement may be terminated by (i) the provider of services 
at such time and upon such notice to the Secretary and to the public as the 
Secretary may specify by regulations and. (ii) the Secretary at such time 
and upon such notice to the provider of services as may be specified by 
regulations, but only after the Secretary has determined that such provider 
of services is not complying substantially with the provisions of such agree- 
ment or that such provider no longer substantially meets the provisions of 
subsection (d) and has notified such provider of such determination. 

“(3) Nothing in this section shall— 

“(A) preclude the Secretary from making payment for the reasonable 
cost of services furnished to an individual eligible to receive such services 
by any hospital which is not a party to an agreement under this subsection 
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but only if (i) such services were emergency services and (ii) the 
would be authorized to pay for such services had the Secretary 
hospital entered into an agreement under this section : 


Secretary 
and such 


“(B) preclude providers of services to be represented by an individual 
association, or organization authorized by such provider of services to act 


on its behalf; or 

“(C) be construed to give the Secretary supervision or control over the 
practice of medicine, the manner in which medical services are provided, or 
over the administration or operation, the selection, tenure, or compensation 
of personnel of any hospital, skilled nursing home, or visiting nurse ageney 
which has entered into an agreement under this section. : 

“(4) Where an agreement under this section between a provider of services 
and the Secretary has been terminated, the Secretary may, notwithstanding any 
other provision of this section, enter into another agreement under this section 
with such provider but only if such provider conforms to the standards set forth 
in subsection (c) and the Secretary determine that another agreement with 
such provider will effectuate the purposes of this section. 

“(5) The Secretary shall from time to time determine the amount to be paid 
to each provider of services under an agreement with respect to the services 
furnished and shall certify such amounts to the Secretary of the Treasury, ex- 
cept that such amount may be reduced or increased, as the case may be, by any 
sum by which the Secretary finds that the amount paid to such provider of sery- 
ices for any prior period was greater or less than the amount which should have 
been paid to it for such period. The Secretary of the Treasury, prior to andit 
or settlement by the General Accounting Office, shall make payment from the 
Medical Insurance Account, at the time or times fixed by the Secretary, in ac. 
cordance with such certification. 


“FREE CHOICE BY PATIENT 


“(f) Any individual eligible to receive medical insurance benefits under this 
section may obtain inpatient hospital services, skilled nursing home services, or 
visiting nurse services, from any provider of services which has entered into 
an agreement with the Secretary and which admits such individual or under- 
takes to provide him services. 


“MEDICAL INSURANCE BENEFITS ADVISORY COUNCII 


“(g) For the purpose of advising and assisting the Secretary in the formu 
lation of policy and the promulgation of regulations in connection with the 
administration of this section, there is hereby created a Medical Insurance Bene- 
fits Advisory Council which shall consist of the Commissioner of Social Security, 
who shall serve as chairman ex officio, and twelve members to be appointed by 
the Secretary. Not less than four of the appointed members shall be repre- 
sentatives of the general public, and the remainder of the appointed members 
shall be persons who are outstanding in the fields pertaining to hospitals and 
health activities. Each appointed member shall hold office for a term of four 
years, except that any member appointed to fill a vacancy occurring prior to the 
expiration of the term for which his predecessor was appointed shall be ap 
pointed for the remainder of such term, and the terms of office of the member 
first taking office shall expire, as described by the Secretary at the time of 
appointment, three at the end of the first year, three at the end of the second 
year, three at the end of the third year, and three at the end of the fourth year 
after the date of appointment. An appointed member shall not be eligible to 
serve continuously for more than two terms but shall be eligible for reappoint- 
ment if hé has not served immediately preceding his reappointment. The ad- 
visory council is authorized to appoint such special advisory and technical 
committees as may be useful in carrying out its functions. Appointed members 
of the advisory council and members of its advisory or technical committees, 
while serving on business of the advisory council, shall receive compensation at 
rates fixed by the Secretary, and shall also be entitled to receive an allowance 
for actual and necessary travel and for subsistence expenses while so serving 
away from their places of residence. The advisory council shall meet as fre 
quently as the Secretary deems necessary, but not less than once each year. 
Upon request of four or more members, it shall be the duty of the Secretary to 
call a meeting of the advisory council. 





une 
or 
cer 


to 
ule 
des 


sul 
an 


i 


SS =. — -— = ©. 








tary 
such 


lual, 
y act 


the 
l, or 
tion 
ney 


‘ices 
any 
tion 
rth 
vith 


aid 
ices 


any 
Ty: 
ave 
dit 
the 
ac- 


his 

or 
nto 
er- 


io 
he 
1 


by 


SS aeevrerean veh ad F 


- 


oe." FR eS 


SOCIAL SECURITY AMENDMENTS OF 1960 529 


“RULEMAKING POWERS OF THE SECRETARY 


“(h) The Secretary shall have the power and authority to make rules and 
regulations and to establish procedures, not inconsistent with the provisions of 
this section, which are necessary or appropriate to carry out such provisions, 
and shall adopt reasonable rules and regulations to regulate and provide for the 
nature and extent of the proofs and evidence and the method of taking and fur- 
nishing the same in order to establish the right of individuals to medical insur- 
ance benefits hereunder. 


“CERTIFYING AND DISBURSING OFFICERS 


“(i)(1) No individual designated by the Secretary pursuant to an agreement 
under this section as a certifying officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any payments 
certified by him under this section. 

“(2) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him 
under this section if it was based upon a voucher signed by a certifying officer 
designated as provided in paragraph (1).” 


MEDICAL INSURANCE ACCOUNT 


(b)(1) Section 201 of the Social Security Act is amended by redesignating 
subsections (b), (c), (d), (e), (f), (2), and (h) as (c), (d), (e), (f), (2), (i), 
and (j), respectively. 

(2) Section 201 of such Act is further amended by adding after subsection (a) 
the following new subsection : 

“(b) There is hereby created in the Federal Old-Age and Survivors Insurance 
Trust Fund an account to be known as the Medical Insurance Account. For 
the fiscal year ending June 30, 1961, and for each fiscal year thereafter, out of 
moneys appropriated to the Trust Fund pursuant to subsection (a), there shall 
be credited from time to time to the Medical Insurance Account in such Trust 
Fund, amounts equal to the sum of 

“(1) the amounts determined by multiplying one-half of 1 per centum by 
the amounts of wages (as certified to the Secretary of the Treasury for 
purposes of paragraph (3) of subsection (a)) paid after December 31, 
1960, and 

“(2) the amounts determined by multiplying three-eighths of 1 per centum 
by the amounts of self-employment income (as certified to the Secretary of 
the Treasury for purposes of paragraph (4) of subsection (a)) for any 
taxable year beginning after December 31, 1960.” 

(3) Subsection (c) (redesignated as (d) by paragraph (1) of this subsection) 
of section 201 of such Act is amended by inserting after “Trust Funds” in para- 
graph (2) the following: “(including the operation and status of the Medical In- 
surance Account in the Federal Old-Age and Survivors Insurance Trust Fund)”; 
by inserting “or the Medical Insurance Account” after “Trust Funds” each time 
it appears in paragraph (3) ; by inserting “or such account, as the case may be”, 
after “Trust Fund” in paragraph (3) ; and by inserting “and the Medical Insur- 
ance Account” after “Trust Funds” each time it appears in the sentence immedi- 
ately preceding the last sentence of such subsection. 

(4) Section 201 of such Act is further amended by adding after subsection (f) 
(redesignated as (g) by paragraph (1) of this subsection) the following new 
subsection : 

“(h)(1) After the close of each fiscal year, the Secretary of the Treasury 
shall determine the average of the amounts in the Medical Insurance Account 
during such year for purposes of determining the amount of interest that 
should be credited to such Account from the interest that was credited to the 
Federal Old-Age and Survivors Insurance Trust Fund during such fiscal year. 
There shall be credited to the Account from the amounts appropriated to the 
Federal Old-Age and Survivors Insurance Trust Fund an amount for interest 
which is in the same ratio to the interest credited to the Federal Old-Age and 
Survivors Insurance Trust Fund for such fiscal year as the average of the 
amounts in the Medical Insurance Account during such fiscal year is to the 
average of the amounts in the Federal Old-Age and Survivors Insurance Trust 


Fund during such fiseal year. 
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“(2) The proper share of the proceeds from the sale or redemption of any 
obligations in the Federal Old-Age and Survivors Insurance Trust Fund whieh 
are credited to such Trust Fund shall be credited to the Medical Insurance 
Account.” 

(5) Subsection (g) (redesignated as (i) by paragraph (1) of this subsection) 
of section 201 of such Act is amended by striking out the last two sentences of 
paragraph (1) and inserting in lieu thereof the following: “After the ¢loge 
of each fiscal year, the Secretary of Health, Education, and Welfare shall analyze 
the costs of administration of this title incurred during such fiscal year in order 
to determine the portion of such costs which should be borne by each of the 
Trust Funds (including the cost which should be borne by the Medical Insurance 
Account) and shall certify to the Managing Trustee the amount, if any, whieh 
should be transferred from one to the other of such Trust Funds (including 
the crediting of funds in the Federal Old-Age and Survivors Insurance Trust 
Fund to the Medical Insurance Fund) in order to insure that each of the 
Trust Funds (including such Account) has borne its proper share of the costs of 
administration of this title incurred during such fiscal year. The Managing 
Trustee is authorized and directed to transfer any such amount from one to the 
other of such Trust Funds in accordance with any certification so made.” 

(6) Subsection (g) (redesignated as (i) by paragraph (1) of this subsection) 
of section 201 of such Act is further amended by inserting immediately preced- 
ing the period at the end of paragraph (2) the following: “; payment made from 
the Federal Old-Age and Survivors Insurance Trust Fund shall include moneys 
credited to the Medical Insurance Account in such amounts as the Managing 
Trustee determines as necessary for such Account to bear a proper share of such 
payments.” 

(7) Subsection (h) (redesignated as (j) by paragraph (1) of this subsection) 
of section 201 of such Act is amended by inserting immediately preceding the 
period at the end thereof the following: “and in the case of payments required 
to be made under section 226, such payments shall be made only from the 
funds credited to the Medical Insurance Account.” 


EFFECTIVE DATE 


(c) Subsection (a) of this section shall become effective on July 1, 1961, on the 
basis of applications filed on or after April 1, 1961, under section 226 of the 
Social Security Act, as added to such Act by such subsection (a); any such 
application filed prior to July 1, 1961, shall be deemed filed on July 1, 1961. Pay- 
ments under such section 226 shall be made only with respect to hospital services, 
skilled nursing home recuperative services, visiting nurse services furnished on 
or after July 1, 1961. The terms used in this section shall have the meaning 
assigned to them in title II of the Social Security Act. 


AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954 
CHANGES IN TAX SCHEDULES 
SELF-EMPLOYMENT INCOME TAX 


Sec. 606. (a) Section 1401 of the Internal Revenue Code of 1954 (relating to 
rate of tax on self-employment income) is amended to read as follows: 


“SEC. 1401. RATE OF TAX. 
“In addition to other taxes, there shall be imposed for each taxable year, on 
the self-employment income of every individual, a tax as follows— 

“(1) in the case of any taxable year beginning after December 31, 1959, 
and before January 1, 1961, the tax shall be equal to 4% percent of the 
amount of the self-employment income for such taxable year 

“(2) in the case of any taxable year beginning after December 31, 1960, 
and before January 1, 1963, the tax shall be equal to 4% percent of the 
amount of the self-employment income for such taxable year: 

“(3) in the case of any taxable year beginning after December 31, 1962, 
and before January 1, 1966, the tax shall be equal to 554 percent of the 
amount of the self-employment income for such taxable year: 

(4) in the case of any taxable year beginning after December 31, 1965, 
and before January 1, 1969 the tax shall be equal to 6% percent of the 
amount of the self-employment income for such taxable year; and 
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“(5) in the case of any taxable year beginning after December 31, 1968, 
the tax shall be equal to 7% percent of the amount of the self-employment 
income for such taxable year.” 


TAX ON EMPLOYEES 


(b) Section 3101 of such Code (relating to rate of tax on employees under 
the Federal Insurance Contributions Act) is amended to read as follows: 


“SEC. 3101. RATE OF TAX. 
“In addition to other taxes, there is hereby imposed on the income of every 
individual a tax equal to the following percentages of the wages (as defined in 
section 3121(a)) received by him with respect to employment (as defined in 
section 3121(b) )— 
“(1) with respect to wages received during the calendar year 1960, the 
rate shall be 3 percent ; 
“(2) with respect to wages received during the calendar years 1961 and 
1962, the rate shall be 344 percent ; 
“(3) with respect to wages received during the calendar years 1963 to 
1965, both inclusive, the rate shall be 3% percent; 
“(4) with respect to wages received during the calendar years 1966 to 
1968, both inclusive, the rate shall be 4% percent; and 
“(5) with respect to wages received after December 31, 1968, the rate 
shall be 4% percent.” 
TAX ON EMPLOYERS 


(c) Section 3111 of such Code (relating to rate of tax on employers under 
the Federal Insurance Contributions Act) is amended to read as follows: 


“SEC. 3111. RATE OF TAX, 
“In addition to other taxes, there is hereby imposed on every employer an 
excise tax, with respect to having individuals in his employ, equal to the fol- 
lowing percentages of the wages (as defined in section 3121(a)) paid by him 
with respect to employment (as defined in section 3121 (b) )— 
“(1) with respect to wages paid during the calendar year 1960 the rate 
shall be 3 percent ; 
“(2) with respect to wages paid during the calendar years 1961 and 1962, 
the rate shall be 3% percent; 
“(3) with respect to wages paid during the calendar years 1963 to 1965, 
both inclusive, the rate shall be 3% percent; 
“(4) with respect to wages paid during the calendar years 1966 to 1968, 
both inclusive, the rate shall be 4% percent; and 
“(5) with respect to wages paid after December 31, 1968, the rate shall be 
4% percent.” 
STUDY OF HEALTH NEEDS OF INDIVIDUALS 


Sec. 607. Section 702 of the Social Security Act is amended by inserting “(a)” 
after “702""; by adding at the end thereof the following new subsection: 

“(b) The Secretary shall conduct a continuing study and investigation of the 
health needs of individuals who have reached retirement age, and the means 
by which such needs may most effectively and efficiently be met. In connection 
with such study and investigation, the Secretary shall institute and conduct ap- 
propriate demonstration programs relating to the health needs of such individ- 
uals and the manner and means by which such needs may be fulfilled. The 
Secretary is authorized to provide for the carrying on of such research studies 
pertaining to health care and the administration of such care as may be recom- 
mended by the advisory council designated pursuant to section 226(g). Such 
research studies may be carried on directly by the Department of Health, Edu- 
cation, and Welfare, by others under contracts negotiated for, or grants made 
by the Secretary for, such purpose.” 


The Cuarrman. The committee will be adjourned. 
(Whereupon, at 4:35 p.m., the committee adjourned, subject to the 
call of the Chair.) 


Xx 
























